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[Text] New developments in the capitalist economy. 
This section of the issue under review covers actually 
three separate articles which highlight recent develop- 
ments in the world capitalist economy. The first one, for 
instance. gives an indepth analysis of profound changes 
in the structure of the monopoly capital and in the scope 
of governments’ interference withi the functioning of the 
capitalist economy. The authors point out that the prob- 
lems generated by the current scientific and technologi- 
cal progress and further internationalization of the cap- 
italist economy are the most dynamic processes which 
underlie yrye~ hyp ~ in the capitalist world. 
Analyzing the specifics <4 modern monopolization and 
competition, the authors emphasize an international 
character of chese phenomena which are caused by the 
tremendous concentration of financial and other 
resources within the framework of the biggest transna- 
tional corporations. Obviously, while investigating into 
these developments, one should not underestimate the 
role of small businesses and the changes visible in the 
overall credit system and financial capital. Crediting and 
banking have also become subject to internationaliza- 
tion and diversification. In fact, banks and industries 
operate in many cases as equal structural elements of 
diversified concerns. The authors’ examination of the 
governmentalinterference with economic activities in 
capitalist nations in the 1980s suggests that most indus- 
trialized capitalist countries expanded the scope of 
privatization of their economies. Al the same time, 
however, this action was accompanied by a substantial 
increase of the role played by capitalist governments in 
ensuring the strategic conditions for an economic devel- 
opment and greater competitiveness of their respective 
countries. In short, conclude the authors, the recent 
changes in the mechanism of governmental control over 
economic activities reflect an attempt of the world 
capitalist system to readjust itself to the anew, emerging 
realities, particularly to the growing economic interde- 
pendence uf the nations caused by the continuing inter- 
nationalization of their economic efforts. 


The second and third articles of this section are based on 
the discussions held by foremost Soviet economists and 
deal, respectively, with transnationalization of the mod- 
ern capitalist economy and the distribution of incomes 


in capitalist nations. Both articles offer unorthodox 
approaches to the issues under review and show the 
divergence of the opinions expressed. For example, there 
is NO Common view about the process of transnational- 
'zation, its true meaning, scope and consequences within 
and outside the world capitalist system. At the same time 
many narticipants of the discussion agree that the 
expanded operation of transnational banks and corpora- 
tions is the main driving vehicle of economic transna- 
tionalization. Some experts even tend to believe that 
capitalism has entered a new phase of its development 
that might be called transnational state-monopoly capi- 
talism. 


As far as the distribution of capitalist incomes is con- 
cerned, this issue must be analyzed from a new stand- 
point free of any rigid and dogmatic considerations 
which have piled up over the years. Only this approach 
will enable us to get a better understanding of the truc 
nature of capitalist incomes and the patterns of their 
distribution in society. 


Global problems on the threshold of the millenium. Like 
the previous section of the issue, this one also consists of 
three articles which offer a comprehensive and thorough 
analysis of some global problems of mankind. The first 
article, based on the discussion held between Soviei and 
French scholars about the main trends of modern social 
development, gives a rather unconventional and truely 
humanistic picture of the world economic development 
and probable effects of this development on the social 
life. The discussion thus held centered around the paper 
presented by Dr. R. Passet and outlined possible pros- 
pects of academic cooperation between the East and 
West in this area. The model mapped out by Dr. R. 
Passet is based on a multidimensional nature of econ- 
omy, and the economic activity of man is regarded as an 
integral part of other human activities and man’s inter- 
action with nature. Hence any economic effort of man 
should be simultaneously viewed as a social phenome- 
non and an clement of nature. The author of the paper 
illustrates his view with three different models of the 
Universe and its development, which correspond to 
various stages of man's understanding of the world. His 
philosophical, humanistic approach to economic prob- 
lems laid down a good basis for the subsequent discus- 
sion the detailed account of which will be of great 
interest to the reader. 


The second piece in this section is the outcome of a 
round table discussion of the role of the state, national 
and class interests in the foreign policy and international 
relations. This discussion reflects the quest of Soviet 
scholars for new approaches to this theoretical concept 
and does not claim the status of absolute truth. One thing 
is Obviously clear, however, that today the role of the 
classes and antagonism between them have ceased to be 
the measure of all social and political phenomena. as 
compared with the situation some 50 or 100 years ago. 
Hence there is a strong need for a new understanding of 
the traditional “class approach” concept. and a deeper 
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insight view of the mechanism of state and national 
interests which coincide in most cases. These and other 
interesting and original \iews expressed by the partici- 
pants provide a sound framework for further exchanges 
of opinions about this topical and, undoubtedly, impor- 
tant issue. 


The third material published in this section is a summary 
of the round table discussion about the social nature and 
functions of bureaucracy, which attracted foremost 
experts of the Soviet academic community. The impor- 
tance of this problem looms large on the Soviet horizon 
today in view of the policy of perestroika. Hence a 
general attempt to investigate into the mechanisms of 
bureaucracy which is characterized, above all, by its 
universality. Moreover, bureaucracy has become an 
important self-sustained organism that controls the 
means of production in its own interests. The partici- 
pants in the discussion give a comprehensive, updated 
analysis of the origin of bureaucracy, its genesis, struc- 
tures and manifestations. Naturally, the approaches to 
and views about bureaucracy and its ruling position in 
the present-day world may be different and pluralistic as 
the round table discussion in question has shown. Hence 
deeper and more credible studies of this social phenom- 
enon are required. 


Communists and social democrats in the modern world. 
The complexity and unprecedented scope of the prob- 
lems which confront mankind require the mobilization 
of both spiritual and political potentials of all social 
forces capable of acting together. One of the main steps 
in this direction, in view of A. Galkin and Yu. Krasin, is 
the establishment of better understanding between the 
ruling Communist parties and the Social Democratic 
movement which enjoys influence and support of the 
democratic forces in the capitalist countries. Undoubt- 
edly, new initiatives are urgently needed today to 
achieve this goal. A meeting between representatives of 
some European Social Democratic parties and scholars 
of six socialist states, which was held last December in 
Freudenberg (West Germany), marked an important 
milestone in this direction. The departure point for the 
discussion was provided jointly by West and East Ger- 
man scientists who prepared a document entitled “The 
Culture of Discussion and Universal Security”. Natu- 
rally, this document on a very complex problem did not 
meed unanimous approval and support. Serious criti- 
cism was expressed, both from the left and right. At the 
same time the discussion showed broad agreement of the 
participants when they explored the urgent need for the 
entire labour movement to search for a new model of 
miernational security on the basis of a new type of 
political thinking. The above issues and many other 
points of mutual interest were examined in the course of 
the discussion a detailed account of which is given in the 
article under review. And there are grounds to believe 
that a follow-up mecting—this time on human rights— 
will be held in Berlin, since the participants supported 
= idea of continuing their useful gatherings in the 
uture. 


V. Maksimenko “Socialist orientation: a restructuring of 
concept”. In 1987-88, the problem of socialist orienta- 
tion—i.c., of “bypaszing™ or “shortening” of the capital- 
ist stage in the development of newly-liberated nations— 
became a subject matter of acure discussions among 
Soviet scholars. The entire argument centers around the 
issue of whether it is possible or not to go from economic 
backwardness to socialized property expressed in the 
actual control of the working people over the means of 
production. In his article V. Maksimenko analyzes this 
problem in the context of Marxist theoretical thought of 
the 19th-20th century (K. Marx, F. Engels, V.1. Lenin 
and N.1. Bukharin). The idea of “bypassing” (“short- 
ening”) the stage of capitalism, which was mapped out in 
classical Marxism, formulated only general conditions of 
accelerated (and cheaper from the point of view of social 
costs) mastering of gigantic productive forces develope! 
by and available to capitalist civilization. Contrary to 
this idea, the concept of socialist orientation or non- 
capitalist development as it was suggested and under- 
stood in the 1960s-70s was, in Maksimenko's view, the 
outcome of non-critical transfer of the models of military 
communism in Soviet Russia of 1918-21 to the realities 
of the post-colonial world. The key to the restructuring of 
these schemes and concepts can be found in the alterna- 
tive understanding of socialist ideals and socialist prac- 
tice the general principles of which were outlined by V.1. 
Lenin in his political testament. 
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ee ee Saeen a ie ee 
of Monopoly Capital and State-Monopoly Regulation™”} 


[Text] S&T progress and the internationalization of the 
capitalist economy are the most dynamic processes of 
the present day, which are bringing about a profound 
transformation of modern capitalism. It is not fortu- 
itous, therefore, that in this article also the group of 
authors examines the entire multilayer and contradic- 
tory picture of the structural changes in the system of the 
domination of monopoly capital and state regulation 
from the viewpoint of the new phenomena in the devel- 
opment of the SAT revolution and the continuing inter- 
nationalization of the capitalist economy. Ultimately 
appreciable changes throughout the system of capitalist 
production relations, in the property structure and in the 
economic mechanism are occurring under their influ- 
ence. From the end of the 1970's through the end of the 
1980's there has been, actually before our very cyes, a 
‘mew exacerbation of the contradictions of capitalist 
reproduction, to which the mass unemployment, pro- 
found cyclical and structural crises and currency and 
other upheavals of the capitalist economy testify. A 
complex and manifold process of the development and 
adaptation of the production relations of state-monopoly 
capitalism to the new level of the productive forces—a 
process which has enabled present-day capitalism to 
“harness” the S&T revolution relatively quickly and 
thereby create the conditions for long-term economic 
growth, albeit burdened by new contradictions—1s under 
way. A new technological basis of production (based on 
electronic-information equipment) has taken shape and 
the transition to an intensive (resource-saving) type of 
reproduction has been completed in the developed cap- 
italist countries, in the main. The leading role in the 
development of the productive forces has switched from 
the traditional sectors of industry to the science-inten- 
sive sectors, primarily to the electronic-information 
complex. 


The new stage of the SAT revolution and the growth of 
internationalization associated with it have brought 
about a devastating break with the old sectoral structures 
within individual countries and on an international scale 
and accelerated the processes of the transnationalization 
of the world capitalist economy. All this has brought 





about cardinal changes throughout the economic struc- 
ture of present-day capitalism determined by the com- 
plex relationship and interweave of the basic mecha- 
ni_ms of its regulation—market competition, monopoly 
regulation and state intervention in the economy. 


The scale of these changes is unprecedented for postwar 
capitalism. They are manifested in: 


the development of new monopoly structures and in new 
forms and methods of the domination of finance capital; 


the intensification of the role of competition and market 
mechanisms in the distribution of resources and the 
increased efficiency of capitalist corporations; 


a resi: ucturing of relations between the state and the 
private sector and in new aspects of state intervention in 
the economy. 


new economic “bounds” of the world capitalist economy 
between transnational corporations and the imperialist 
centers. 


An analysis of these changes is the principal theme of the 
article. At the same time, however, their examination 
confronts scholars with problems of a more general 
nature—probiems of the intra-formational development 
of capitalism at the current stage. In this connection it is 
necessary to discuss a number of theoretical probiems: 


what is the correlation today between the trend toward 
monopolization and competition? And, to put the ques- 
tion more broadly, how do commodity production and 
market relations inicract with the monopoly and state 
regulation of the economy? 


What is the correlation between the growth of small and 
medium-sized business on the one hand and the monop- 
olization process on the other? Is it only niches in the 
structure of capitalist production and consumption 
which are being filled by venture and other forms of 
small bus...css? Does their development require ampli- 
fication or an appreciable reconsideration of our under- 
standing of the socialization process” 


What is the relationship between the new forms of 
finance capital and the actual accumulation of monopoly 
capital under the conditions of its transnationalization? 
Is the new interaction of y and forms of its 
control and management in the actions of the 
basic law of capitalism”? 


In examining the changes occurring currently in the scale 
and forms of state intervention in the economy we need 
to also raise the following problem: how have these 
changes been influenced by the SAT revolution and the 
internationalization of the capitalist economy? Is from 
this viewpoint the conservative shift in economic policy 
a deviation from the gencral line of ever increasing state 
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intervention in the economy or does if contain a certain 

Straightening of the former trend and a search for a new 

correlation of the state and the private under current 
sitions? 


Is not the center of gravity of the contradictions of 
to the inter-nation arena, which is becoming the birth- 
place of the most acute conflicts and source of the active 
destabilization of the economy of individual capitalist 
countries? Could in this situation deregulation be the 
priacipal direction in the ‘evelopment of state-mo- 
nopoly capitalism or is an increase in international 
coordination of the national short-term (opportunist) 
politics of the main capitalist countries required? Whai 
in this case would be the correlation (dialectic) of the 
national and the international in the development of 
State-monopoly caprialism” 


Particular ¥ atures of Monopolization and ( ompetition 
in the C.zvrent Period 


The S&T revolution and the rapid internationalization 
of economic life have in the last decade brought about 
profound and multilevel changes in all components of 
the economy of the developed capitalist countnes. Orga- 
nizational-structural forms of capital accumulation are 
undergoing the most appreciable restructuring. Making 
worse the conditions of the self-growth of capital, the 
abrupt exacerbation of the contradictions of reproduc- 
tion and the changes in the system of the driving forces 
of economic development have confronted the former 
with the need for theformulation of new approaches in 
business strategy, a reconsideration of the nucans of 
competitive struggle and cooperation, a modification of 
organizational structures and their attunement to max- 
mum profits under the new conditions. 


The need for and particular complexity of these trans- 
formations are connected with the fact that the nucleus 
of the monopoly structure which took shape in the 
preceding period was formed by a small group of the 
biggest companies of 2 nuniber of highly concentrated 
base sectors of industry—steel casting, automotive. 
chemical, industrial rubber and others—which deter- 
mined the basic parameters of economic growth. The 
transition to the new production engineering basis rest- 
ing On science-intensive types of activity, the expansion 
of nonmaterial production and the economy's growing 
onentation toward final consumer demand will require a 
radical updating of the monopoly structure and, in turn. 
depend on the depth and pace of its reorganization. 


Monopoly restructuring is under way in the course and 
as a result of the large-scale centralization of capital. 
Under the conditions of bitter competition companies 
are turning to the most effective means of asset consol- 
idation—the practice of mergers and takeovers. Growing: 
continuously, by the mid-1980"'s mergers and takeovers 
had formed a powerful wave, the third this century. In 


the United States business spending on merger and 
takeover deals grew from $12 billion in 1975 to almost 
$200 billion in 1985. A wave of mergers and takeovers 
engulfed West Europe also. 


As distinct from preceding ones, the current wave of 
mergers and takeovers 1s concentrated within the bounds 
of the monopoly sector. A whole series of billion-dollar 
deals have been recorded in all the developed capitalist 
coantnies in the 1980's. In the United States their 
number increased from 5 in the entire 1970-1979 period 
to 16 in 1984 and 22 in 1985; companies of the top 100 
participate in every second deal in the FRG, the biggest 
mergers and takeovers in the history of business have 
bees accomplished in all countrics, giant corporations 
which are members of the group of sectoral leaders have 
become active participants in the transactions.' 


The specific feature of the current wave of mergers and 
takeovers is its inter-nation nature also. The transna- 
tional corporations are acquiring the assets of important 
foreign firms. The consolidation of the capital of West 
European countries enabling the amalgamated compa- 
nies to achieve “critical mass” for more successful com- 
petition against the American and Japanese monopolies 
1s intensifying. 


The wave of mergers aad takeovers 1s encompassing the 
entire economic structure of the countrics in question, 
being distinguished by the greatest intensity in the base 
sectors of the economy and also in the group of priva- 
tized or deregulated sectors and firms. Mergers of giants 
cause a chain reaction of deals between firms of more 
modest dimensions. In the course of the centralization of 
capital and mergers and takeovers the companies are 
reorganizing their internal structure as a result oi the 
nass redisiribstion of divisions, affiliates and enter- 
prises. 


In feverish attempts to emerge from crisis and in fear of 
lagging behind competitcrs many firrns have made ser- 
ous miscaiculations in their estimates of the profitability 
or expediency of deals and have srbsequently divested 
themselves of recent acquisitions. fhe wave of mergers 
and takeovers has expanded thanks to the multiple resale 
of assets, in a short time a whole number of companies 
has changed hands several times. Some | 2.200 firms and 
affiliates with assets of approximately $500 billion, 
which constitutes almost one-fifth of the total value of 
share capital, changed hands in | 983-1986 in the United 
States alone.’ In the restructuring process companies are 
divesting themselves not only of obsolete and inefficient 
but also profitable assets if they do not fil into the new 
business strategy. The nature of the reorganization may 
be judged from the following examples. In the 1970's the 
American Monsanto company liquidated 60 works with 
a total value of approximately $2 billion. From 198! 
through 1987 alone General Electric divested itself of 
190 works with a value of $6 billion, at the same time 
taking over 70 new works valued at $10 billion. In the 
first half of the 1980's no less than 56 percent of 
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capitalist economy. indus- 
trial TNC accewnted for one-fifth to one-fourth of the 
assumed net product of the entire capitalist world. Their 
role in world trade 1s even moresubstantial. For example. 
from 80 to 90 percent of total exports of the United 
States and Britain is associated with the activity of the 


financial, 

framework of the biggest TNC. The giant private-~<api- 
talist economic subyects are supenor im terms of the scale 
of their production, commercial and financial activity to 
state is not so much a defender in the face of foreign 
competitors or 2 tax collector (although all these func- 
tions are retained) as one of several macroeconomic 
partners, with which it is possible to bargain, feeling out 
the most convenient combination of economic, fiscal, 
customs and mary other factors ultrmately providing for 
a sicady amount of profit on the capital invested in 
production, securities or simply bank accounts. Playing 
on the terms of the investment of capital on an interna- 
tional scale, transnational capital obtains superprofits, 
using the most efficient combination of resources and 
capturing the most capacious and profitable markets. 


The TNC have the opportunity not only to influence 
macroeconomic processes but also, within certain limits 
(in the zone of their influence), to dictate terms to the 
purchasers, subcontract firms and so forth. 


As of the present the TNC practically share among 
steel and a number of chemical commodities and are 
establishing themselves on the electronics markets. Bit- 
ter competition 1s prompting them to coordinate action, 
and it is becoming a question of the formation of 
monopoly structures within a world market framework. 


On certain world raw material and foodstuffs markets 
the number of TNC 1s being reduced to a minimum, and 
the opportunities for competition and. consequently, for 
the effect of the law of value are ing. According to 
UNCTAD data, in 1980 the proportion of world exports 
controlied by the 15 bi TNC constituted on the 
natural rubber market 70-75 percent, the oi! market, 75 
percent, tin, 75-90 percent, copper. 80-85. cocoa, 85, 
cotton, wheat and tobacco, 85-90, and iron ore, 90-95 
percent. However, in the manufacturing industry sec- 
tors, where SAT progress is making it possible to con- 
stantly offer qualitatively new products, the oligopolistic 
structure of the market 1s more fragmented, the compct- 
itive struggle 1s more acute and, consequently, the laws 
of the market operate more fully. There is reason to 
beleve that with the increase in the relative significance 
in the world economy in the manufacturing industry 
sectors the effect of these objective laws will not weaken 
but strengthen. 


The reorganization of the monopoly structure in devel- 
oped cap ialist countries 1s far from completion, and it 
would be premature to make a final assessment of its 
nature and consequences. Certain features of monopol)- 


zation are, nonctheless, capressed clearly enough At the 
same time, on the other hand. an increasingly big part 1s 
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being played by competition. The central place in our 
investigation of the problems of capital concentration 
has until recently been occupied by monopoly. that is. a 
set of measures and means of the suppression of compe- 
tition and its economic results. The role of competition. 
which K. Marx emphasized im the well-known proposi- 
tion con erning the synthesis of monopoly and compe- 
mated. The reasons for this consisted to some cxtent also 
in a specific feature of the development of the economy 
of the leading capitalist countries throughout the three 


channel. In the light of the obvious invigoratcon of 
competitive forces the question of the correlation of 
competition and monopoly in the immediate and more 
distant future would seem of interest. Was the resuscita- 
tion of competition brought abou: by a specific combi- 
nation of factors in the said period and is it for this 
reason temporary and associated with structural shifts or 
are the new phenomena in capitalist production impart- 
ing to this process a long-term and stable nature? Is the 
movement of competitive forces undulatory, and is a 
ee a eee growth: 
of monopoly tendencies, possible in the future” 


The events of the last decade convincingly illuminated 
the fundamental role of competition in the development 
of the productive forces and its universal impact on the 
national economy and world-cconomic processes. The 
exacerbation of the problem of sales as a result of the 
slowing of economic growth and structural and cyclical 
crises 1s intensifying rivairy on sectoral markets. The 
economic and energy crises intensified clashes in the 
sphere of production's resource support. The increase in 
competition entails an SAT revolution, undermining by 
a stream of discoveries and innovations the stability of 
capital's market positions, involving it in a continuous 
technology race and stimulating intersectoral competi- 
tion. The seriousness of the competitive skirmishes 1s 
increased many times over by the internationalization of 
production. The expansion of the transnational copora- 
tions is shaking the evolved correlation of forces on the 
secioral markets of foreign countrics and exploding 
monopoly alliances and agreements. By a ramified chain 
of intersectoral ties the expansion of foreign manufac- 
turers on the automobile, stcel, textile, electronics, man- 
ufacturing equipment and so forth markets 1s influencing 
the entire economic system and stimulating intrasectoral 
and intersectoral competition. 


As distinct from the 1950's- 1960's competition is at the 
present time mor open and direct. Under the new 
conditions nonprice forms of monopoly competition 
have not always proven sufficient. The stimulation of 
price competition is connected also with a certain shift of 
accents in corporations’ business sirategy away from 
market expansion toward cconomics in costs and the 


product compet*tivencss are established. A special place 
in the set of cerepetstivencss factors 1s occupied by SAT 
progress as a viteiegic weapon of both 2 breakthrough 
onto new maricts and of econo’ wes im resources. The 
high concentration of research poiential in important 
firms is no accident.’ 


The intcgration of production and scientific activity and 
large-scaie research are supporting companies dynamic 
merket caxapansion. A clox dependence is observed 
between the amount of spending on RAD and the rate of 
market expansion in companies of both the new and 
traditional sectors.* The most severe competitive skir- 
mushes in the current period are developing within the 
bounds of the monopoly sector itself. In the same way 
price competition and price wars are being employed 
increasingly by mayor companies not against small-time 
rivals, as before, but in the struggle against the more 
dangcrous nearest competitors. 


The more precise and objective evaluation of the role of 
competition in the development of the economy 1s giving 
rise to the need for a cumber of clarifications in the 
interpretation of its antipode—monopoly—also. The 
practice of the sweeping use in. sconomic literature of the 
tevm “monopoly” with reference to any relatively large 
Organization is primarily in need of adjustment. The 
monopoly defines a number of most important systemic 
characteristics of present-day capitalism which have 
undergone considerable changes as a result of the lims- 
tation and modification of the market mechanism in the 
process of capitalist socialization. The high level of 
concentration of production and capital in the hands of 
individual concerns undoubtedly constitutes a most 
important condition of the formation of a monopoly. 
However, not every major corporation can uner all 
conditions estabush control over the market and derive 
superprofits. Afier 1973 many large companies of the 
base sectors of the economy found themselves. despite 
the vast scale of the concentration of resources. totally 
dependent on the market, and some. on the verge of 
bankrupicy. Bul even given a certain degree of contro! 
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over the market. the monopoly component im a com- 
pany’s activity is a variable value and fluctuates within 


ity of the monopoly under current conditions. 


Given the high SAT level of modern production, com- 
petitors can comparatively quick’y climinate a monop- 
oly. coming onto the market with an analogous product 
or having employed efficient technology. The large 
dimensions of the modern corporation and 1s financial 
resources enable i to surmount any barners preventing 
its entry into highly profitable monopolized spheres. But 
thes 1s pust one, albert the most clearly expressed. side of 
contemporary monopoly competition. The other 1s the 
fact that to preserve and support monopoly the higgest 
corporations have begun to employ methods and means 
of limiting Competition in the sphere of SAT progress 
also. The organization of joint firms, enterprises and 
works and the claboration ard realization of joint SAT 
projects and programs. the exchange of SAT irforma- 
hon, patents and manager personnel and so forth are 
moving to the forefront in monopoly practice in this 
connection. Direct participation in the sale of competi- 
tors’ products 1s becoming particularly prevalent among 
the market forms of coordination of action. These anti- 
competition measures are assuming particular propor- 
trons al the mternational level in the atiempts to nevu- 
tralize international competition—the most dangerous 
mm the current penod. 


In studying the correlation of monopoly and competition 
mn the current period account has to be taken also of such 
a phenomenon as the pronounced increase in the role of 
the nonmonopolized sector (small business in Western 
terminology) in the economic development of preseat- 
day capitalism. According to a number of Western 
cconomusts, this sector has now become a new force 
equal in terms of its economic significance to the monop- 
oly sector and the bourgeois state. At the start of the 
1980's it accounted in the United States for 45 percent of 
GNP and 58 percent of employment, in the FRG. for 
one-third and two-thirds respectively. Flexible and 
mobile small firms have managed both more quickly and 
frequently with fewer losses to adapt to changes in 
economic conditions, and in a number of heavy industry 
sectors—steel-casting. general mechanical engineering— 
in improving their market positions even. 


Such factors as the ongoing comminution of markets in 
line with the extension of production specialization and 
the segmentation of consumer demand are conducive to 
the growth of small business, it is also expanding in 
connection with the preferential development of ser- 
vices, in which the proportion of small units is higher 
than in maternal production. 


Until recently small business was lent a certain stability 
by narrow specialization and entrenchment in niches of 
the economic organism and on markets of no interest to 
big capital. lt may evidently be maintained thai at the 


ing COMPetition on 
the part of the monopoly but themselves 
undermining the evolved monop- 


The relations of small and big capita) in the current 
period are diverse, complex and multilevel and amount 
to more than just hostility and antagonism. Even the 
struggle between them on individual markets differs 
markedly in different penods in terms of intensity. forms 
and results. The problem of the incentives to and forms 
of the cooperation of large- and small-scale production 
and the impact on the efficiency. that is, competitive- 
ness, of the contracting parties are of undoubted interest. 
At the same time it 1s obvicus that cach of them benefits 
from joimt activity. The major companies endeavor to 
use in their own interests such features of small business 
as enterprise, flexibility and mobility in response to the 
demands of the market, devotion to the cause and 
interest in its results. In consenting to such cooperation 
small business hopes to be introduced to SAT progress. 
benefit from the increased scale of activity, alleviate the 
most complex problem of financial sources and associaic 
itself with scientific systems of management. marketing 
and so forth. it is estimated that in Great Britain the 
bankruptcy “norm” for small firms in the first 3 years of 
activity «s the equivalent of one-third and declines upon 
cooperation to 8 percent. Such indusinal giants as 
Dupont de Nemours, Exxon and Monsanto im the 
United States and Siemens in the FRG have im recent 
years been turning to various forms of cooperation, 
acquiring the stock of small corporations or creating 
joint ventures, primarily for the development of new 
products. 


The most varied forms of symbiosis of small- and 
large-scale production are becoming prevalent ai the 
present time. In industry this means contract systems of 
a varying degree of organizational unity, im trade and 
services, franchise-type systems, both unisectoral aad 
imtersectoral alliances are practiced. So-called nctwork 
corporations, to whose orders tens and sometimes hun- 
dreds of small firms, located in the developing countnes. 
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had become necessary under the influence of the change 
in objective economic conditions at the end of the 
1970’s-start of the 1980's. For example, the J. Carter 
Democratic administration had begun to pursue a con- 
servative policy in the United States at the end of the 
1970's. The socialist F. Mitterrand government was 
forced to depart from many of its promises at the start of 
the 1980's. The victory of the conservative parties in 
many developed capitalist countries completed this pro- 
cess. 


The scale and content of the conservative restructuring 
are a topic of acute debate both among Marxist econo- 
mists and among Western economists. They are born not 
only and not so much of the fact that some people are 
upholding the “correct” viewpoint, whi'e others are 
profoundly mistaken. These differences are largely the 
result of the changeability of actual reality, the vari- 
directionality of many of its processes ard the transi- 
tional nature of the period in question itself in the 
development of the productive forces and the produc- 
tion relations adapting to them. They are frequently 
engendered by the difference in the practice of govern- 
ments of individual capitalist countries as a consequence 
of particular features of their historical develoyment, the 
degree of state penetration of the economy, the serious- 
ness of social and class contradictions, the degree of 
Organization of the working people and their resistance 
to the conservative changes and, finally, the force of 
‘tradition and so forth. This is why such importance is 
attached to a collation of the specific experience of 
individual countries for obtaining a general picture of 
the changes occurring in state regulation of the econ- 
omy—in its material basis and in economic pol:<y in the 
current period. Nonetheless, it would seem to us, it is 
essential in the approach to a study of this problem to 
avoid two extreme, equally a priori judgments: that in 
principle nothing has changed in the mechanism of 
State-monopoly capitalism—inasmuch as the state 
retains its econom:c functions—and that a trend toward 
a dismantiing of s.ate intervention in the economy as a 
whole, regardless of the forms of this intervention, is 
being observed. 


In our Opinion, such assessments are based on a disre- 
gard for the possibility of different strategies of state 
regulation and, consequently, different versions of eco- 
nomic mechanisms in the development of state-mo- 
nopoly capitalism itself experiencing the influence of 
these strategies. 


Liberal-reformist, social-reformist and conservative 
Strategies (just like military-state capitalism)}—however 
conditienal and one-sided these terms—are a historical 
reality and have appreciable differences in the 


approaches to determination of the role of the state in 
the economy and methods of state intervention in the 
reproduction process.'’ In addition, it should not be 
forgotten that in the course of historical development 
conservatism has changed also. Modern conservatism 
has assimilated a good deal from the reformist ideas and 
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by no means, rules out the nccessity for modest state 
intervention in the economy and social sphere (basically 
as an institution establishing the rules of the game, but 
not an active participant in day-to-day economic life). 


As a whole, we proceed from the fact that the conserva- 
tive shift does not signify a dismantling of state-mo- 
nopoly capitalism as the form of the existence and 
development of modern capitalism. The state has been 
and remains a most important component of its socio- 
economic mechanism—this proposition requires no spe- 
cial proof. The genuine task of research is to ascertain 
and show the sum total of changes which to this extent or 
the other have affected and restructured the very strategy 
of regulation and to what extent these changes may 
persist in the future. 


The conservative restructuring of economic regulation 
presupposes that competition, the market and also pri- 
vate-monopoly elements of planning gain priority signif- 
icance and that state intervention directly in the produc- 
tion process and redistribution diminishes given a 
simultaneous increase in its role in securing the strategic 
conditions of the development and growth of its coun- 
tries’ competitiveness. This is its basic content mani- 
fested in a whole sei of structural transformations which 
have encompassed all developed capitalist countries to 
this extent or the other. It is a question primarily of the 
broad scale of privatization of state property. 


On the frontier of the 1970"s-1980's first in Britain and 
subsequently in other countries governments of a con- 
servative persuasion embarked on the extensive sell-off 
of state enterprises Operating on commercial principles 
in the spheres of production, services, transport, com- 
munications, credit and so forth. 


Partial (and, in a number of cases, stadial) privatization 
is being accompanied by an expansion of the scale of the 
mixed, state-private form of the organization of eco- 
nomic activity oriented toward active participation in 
competition. The mixed form proves in many cases on 
the one hand to be more economically efficient (partic- 
ularly in sectors with a considerable cost recovery times- 
cale and acute international competition) and, on the 
other, sufficiently flexidle from the viewpoint of choice 
of sources of financing of growth (overseas financial 
markets included). 


Also geared to a stimulation of the market mechanism is 
a reform of the management of state companies iii many 
countries (Great Britain, France, Italy) expressed in the 
granting of these companies greater economic freedom 
and financial autonomy. The modernization of organi- 
zational structures and methods of management has 
been aimed at enhancing the role of the pricing mecha- 
nism, extending market discipline to the terms of the 
supply of the goods and services of the state corporations 
and overcoming the artificial unprofitability of many of 
them. 
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This reform has been aimed against unwarranted cen- 
tralization and strict bureaucratic control. Companies 
(in industry and the infrastructure) which had monopoly 
(or close) status on the corresponding markets were its 
target primarily. The granting of economic autonomy 
(given that relations with the state are built on the basis 
of contracts) afforded an opportunity for the profitable 
functioning of a number of state enterprises. The idea of 
the organization of the state's relations with the compa- 
nies belonging to it on the basis of use of the contract 
mechanism is gaining ever increasing recognition and 
becoming increasingly widespread in various countries. 


An abandonment of the direct regulation of prices and 
tariffs and also certain other forms of regulation con- 
structed on the basis of strict regimentation is being 
observed everywhere in the public sector. These 

have been manifested most graphically in the United 
States, where such sectors as air transport and truck 
transport and the telecommunications sphere, which 
have traditionally been private, have not come under 
direct government regulation. In France, where state 
price control was practiced the most extensively (this 
was a component of dirigisme), all forms of price control 
had gradually been wound down as of the end of the 
1970's. The almost total liberalization of industrial 
prices and tariffs in the service sphere had occurrea by 
the mid-1980's. In Great Britain the state has also 
departed from the use of the price of goods and services 
of the public sector as an instrument of anti-inflation 
regulation and social policy. Experience has shown that 
such regulation is justified merely as a temporary mea- 
sure inasmuch as it brings about a deformation of price 
structures, provokes the development of various meth- 
ods of circumventing price regimentation, is accompa- 
nied by stagnation phenomena and engenders enter- 
prises’ artificial unprofitability and their growing 
pressure on the national budget. 


The orientation toward competition predetermined the 
ever increasing prevalence of forms of the state's inter- 
action with the private sector which signify a kind of 
privatization (or quasi-privatization) of certain eco- 
nomic functions of state power (particularly at the 
regional and municipal levels) associated with satisfac- 
tion of collective requirements. The state divests itself of 
direct economic activity if it can be exercised sufficiently 
efficiently by private companies under the aegis and 
control of the state. This is achieved by means of a 
contract system, where the state, allocating contracts and 
employing the practice of competitive tender, hires pri- 
vate companies or purchases their products. 


Under the sew conditions there has been a change in the 
priorities and goals of economic policy. Questions of 
long-term growth, S&T policy and a strengthering of the 
country’s economic potential based on profwund struc- 
tural changes (re-industrialization) and the qualitative 
updating of the production base and its increased com- 
petitiveness have played the main pari therein. 


Al the present stage of the S&T revolution the main 
channel of the state's influence on the structural reorga- 
nization is the state's activity in the sphere of the 
organization, financing and stimulation of S&T 
research. The state is endeavoring here not so much to 
itself carry out the research and directly finance spending 
on R&D as to increasingly actively stimulate private 
spending to this end, participating in risk-sharing. 


Interstate interaction associated with participation in 
international technology cooperation also 's developing 
in the field of research and industrial development. This 
applies primarily to the EC countries, where joint 
projects are being implemented in respect of a number of 
key directions of science and technology (specifically, in 
the sphere of thetelecommunications infrastructure). 


There has also been a change in the reference points of 
macroeconomic regulation based on traditional instru- 
ments of indirect control of the course of reproduction 
with the aid of tax-fiscal and credit-monetary policy. 
Employment and stabilization of the economic cycle 
were at the forefront in the previous polygon of goals. In 
the 1980's anti-inflation policy has assumed the priority 
role. The slowing price rises and the stability of mone- 
tary circulation have come to be seen as the principal 
prerequisites of an increase in the private accumulation 
of capital, increased efficiency, acceleration of the 
growth rate and the solution of structural problems in the 
long term. It is for this reason that credit-monetary 
regulation has come to be of prime importance. And 
although credit-monetary policy remains a most impor- 
tant lever of pressure on economic conditions, its prior- 
ity task is curbing the rate of growth of the money supply. 


The long-term approach to economic policy designed to 
create the conditions the most conducive to the private, 
profitable accumulation of capital has brought about 
important changes in tax-fiscal regulation. 


Conservatism proclaimed a departure from the use of 
government spending as an instrument of stab:lization 
of the economic cycle, shifting the accent to the long- 
term stimulation of economic growth by way of a reduc- 
tion in the tax burden and a streamlining of the taxation 
siructure. The “neutrality” of the tax system, the ideo- 
logues of conservatism believe, is a most important 
condition ror the free manifestation of market forces and 
the optimum distribution of resources on a market basis. 
A restructuring of the tax system has begun in this 
connection in a number of countries for the purpose of a 
significant reduction in the scale of the tax liability of 
firms and the degree of redistribution of national income 
via a progressive system of income tax, thanks to which 
th, highest income groups of the population are the 
winners primarily. Significant changes in this direction 
have been made in the tax systems of the United States, 
Britain, the FRG and Japan. 








in implementing the demands of the far night. 
and social spending remains and will continue to be a 
most important component of the national budget. 


opment of the interdependence and internationalization 
of various parts of the world capitalist economy. 


The world capitalist economy is a vital, constantly 
developing economic organism. Its self-development is 
being accompanied by and at the same time realized to a 
considerable extent through the medium of the constant 
change in the mechanism of its self-regulation. The 
modification of these mechanisms amounts on the one 
hand to a relative increase in the role in them of elements 
of the purposeful macroeconomic impact of the manag- 
ing subjects represented by giant TNC. This trend is 
developing, however, in constant confrontation with 
countertrends, and for this reason the picture of the 
development of the regulatory mechanisms is far from 
unambiguous. 


An important role in the emergence of destabilizing 
countertrends or the markets of the world economy now 


belongs to the currency-finance sphere. The collapse of 
illusions concerning the possibility of the use of the 
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mechanism of “floating” currency exchange rates as an 
automatic stabilizer of the balances of payments and the 
insistent need for the achievement of at least the relative 
equilibrium of international economic exchange and 
currency payments and for prevention of the spread of 
foreign economic disorderliness to the domestic econ- 
omy forced the ruling circles of Western countries to pay 
considerable attention to an improvement in multilat- 
eral forms of the coordination of siate regulation of the 
world economy. This trend led to annual mectings of the 
seven leading Western states at the highest level being 
held as of the mid-1970's. 


Profound changes are under way in the very nature of the 
coordination of capitalist states’ cconomic policy. 
Whereas in the first postwar decades the subject thereof 
was basically the elaboration of mutually acceptable 
rules of noninterference in the affairs of private business 
aimed at the liberalization of international exchange and 
the division of labor, the following task has arisen 
increasingly distinctly as of the start of the 1970's: 
supplementing concerted noninterference in foreign eco- 
nomic relations with growing intervention in certain 
spheres of these relations in order to stabilize them (for 
. the collective effozts pertaining to the recycling 
of petrodoliars and the pursuit of a common policy in 
respect of the oil-exporting countries in the 1970's, the 
elaboration of collective mcasures to case the Csveloping 
countries’ foreign debt crisis in the 1980's). 


The trend toward transition from the multilateral coor- 
dination of capitalist states’ foreign economic policy to 
the coordination of their domestic economic policy (the 
central banks’ discount policy, regulation of the budget 
deficit and so forth) has emerged increasingly distinctly 
recently. 


This innovation in the mechanism of the West's inter- 
state economic regula.ion reflects the endeavor of world 
capitalism to adapt to present realities, primarily the 
abrupt increase in countnes’ economic interdependence 
as a result of the internationalization of economic activ- 
ity. The events of October-December 1987 connected 
with the world stock market panic and the abrupt fall in 
the value of the dollar or: international currency markets 
served as a new argument in support of the need for an 
intensification of such coordination. 


The said trends in the development of interstate regula- 
tion do not signify the appearance of a “controlled” 
world economy. In all cases the settlement of acute 
problems is paid for by the weakest countnes or the least 
well-off strata of the population within the countrics. 
Such are the laws of capitalism. But it remains a fact that 
domestic and international contradictions are not shak- 
ing it to its foundations and that this system is continu- 
ously secking new ways and meons for adapting to the 
changing conditions of social production. 
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How the role of the state in the economy will develop 
and change in the future, time will tell. It cannot be ruled 
out that, having solved many problems of the reorgani- 
zation of their countnes’ economic structures, enhanced 
their competitiveness and efficiency and having encoun- 
tered an exacerbation of social contradictions and a 
growth of social discontent, the governments of devel- 
oped capitalist countnes will once again address them- 
selves to the priorities and methods of regulation of the 
economy proclaimed by the liberal-bourgeois course and 
will once again pay more attention to problems of a 
stabilization of economic growth, the employment level, 
social equality and so forth. 


Even now many pointers indicate that both the political 
and ideological axis is shifting toward the center. Mod- 
erate conservatism, which is gaining the ascendancy, is 
converging with liberalism which has moved to the nght. 
This is being expressed in both the theory and party- 
political programs of both conservative and liberal dem- 
ocratic partes. However, to say thal conservatism as a 
whoie, despite certain setbacks and blunders, 1s already 
becoming a thing Gi the past would, in our view, be 
premature. 


In addition, the lessons and experience of the past will 
hardly fail to influence the theoretical concepts and 
political programs of the reformisi forces. The crisis of 
government finances associated with the previous policy 
of the swelling of government spending and deficit 
financing. the undermining of the confidence that state 
enterprise is capable of solving many production prob- 
lems better than private enterprise, the growth of the 
machinery of state and the loss «f efficiency from inor- 
dinate centralization and bureaucratization, the negative 
influence of taxes or incentives to save and labor activ- 
ity, and many «ther problems—all this is making its 
mark both on the ,deas of the politicians opposed to the 
conservatives and on the theoretical concepts of the 
economists who continue to champion the need for 
broader forms of state intervention in the economy. 
particularly in the social sphere. The reformist alterna- 
tive 18 being formulated today with regard for these new 
problems which have arisen in the development of 
present-day capitalism. 


Footnotes 


* The article was prepared by a group of authors consist- 
ing of V. Martynov, corresponding member of the USSR 
Academy of Sciences, Doctor of Economic Sciences A. 
Anikin, Candidate of Economic Sciences L. Demidova, 
Doctor of Economic Sciences K Kozlova, Doctor of 
Economic Sciences Yu. Kochevrin, Candidate of Eco- 
nomic Sciences V. Milovidov, Doctor of Economic Sci- 
ences 1. Osadchaya, Doctor of Economic Sciences D. 
Smysiov and Doctor of Economic Sciences Yu. 
Shishkov. 


1. As a result of mergers and takeovers approximately 90 
disappeared from the 500 industrial giants in 1980-1986 
in the United States. 


2. See BUSINESS WEEK, 12 January 1987, p 38. 
3. See FORTUNE, 27 April 1987, p 21. 


4. In the FRG the proportion of companies with a capital 
of DM1 billion and more in 1965-1980 increased from 4 
to 12 percent of the total value of share capital; the 
proportion of the 10 biggest industrial concerns in ovt- 
put, employment and spending on research in the 1980's 
is growing. The relative significance of the 100 biggest 
firms in the share capital of all British companies regis- 
tered on the stock exchange in 1972-1982 grew from 54 
10 64 percent. In the United States the proportion of the 
top 200 firms of manufacturing industry had grown 
somewhat by the mid-1980's following a pronounced 
decline in 1973-1974 in sales and assets; but the 25 
biggest nonfinance corporations’ share of assets in 1984 
was 13 percent compared with 17 percent in 1970, that 
of the 100 biggest, 27 and 29 percent respectively. 


5. The 10 bi concerns in the FRG in the mid-1980's 
accounted 18 percent of the numbers of those 
employed in and the product of industry, 27 percent of 
capital investments and 45 percent of spending on 
research. In the United States the 100 biggest firms’ 
share of the manufacture of industrial output constitutes 
approximately one-third, in spending on research, 
roughly 80 percent. 


6. In 10 sectors, whose spending on RAD was 2.4 times 
higher than the average level, the rate of increase in sales 
was |.3 times above the average in the United States in 
1980-1984. In the first half of the 1980's the 10 biggest 
U.S. corporations leading in terms of spending on RAD 
surpassed in terms of turnover growth rate the indicator 
for 820 corporations by a factor of 2.5. 


7. The Super Vaiue Stores wholesalers and retailers 
cooperative association in the United States heads the 
lest of the biggest monopolies in the service sphere. in the 
FRG the Edeka cooperative also occupies the leading 
place in the group of trading giants. 


8. Estimated from “Economic Report of the President,” 
Washington, 1988, pp 248, 325. 


9. See INTERNATIONAL FINANCIAL STATISTICS, 
IMF. September 1988, pp 538, 312, 242. 


10. Estimated from THE BANKER, July 1987. pp 71. 
85, 95, 97-107, 113. 


11. Estimated from EUROMONEY, February 1988. p 
72; FORTUNE, 6 June 1988, pp D13, D19. 


12. See BUSINESS WEEK. 5 May 1986, p 57. 
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13. See “Critique of Bourgeois Theories of State-Mo- 
nopoly Capitalism,” Moscow, 1984. Endeavors are 
made to express this differences in different terminology 
also. H. Jung, a Marxist scholar from the FRG, writes, 
for example, about the reformist-statist and conserva- 
tive—private-monopoly versions of the development of 
state-monopoly capitalism (see MEMO No 2, 1988, pp 
82-89). The British economist (Dzh.) White cites two 
models of economic policy—corporate (based on cen- 
tralized decision-making on the basis of a balance of the 
interests of the state, business and the unions) and 
competitive (based on market methods) (see “New Pri- 
orities in Pub’ic Spending”. Edited by M.S. Levitt, 
Aldershot, 1987, pp 30-31). French economists counier- 
pose to the neoliberal form of regulation the Ford- 
Keynesian form (see MEMO No 2, 1988, p 72). 
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Roundtable on ‘Transnationalization’ of World 
Economy 
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[Roundtable discussion: “Transnationalization in the 
Modern Capitalist Economy: Essence, Criteria, Trends”) 


[Text] 


A tradition of the scientific life of the USSR Academy of 
Sciences IMEMO are regular meetings of leading scholars 
to discuss new little-studied problems of the political 
economy of capitalism with which modern reality con- 
fronts experts. We offer readers the material of one such 
discussion devoted to problems «f transnationalization. 


Doctor of Economic Sciences D. Smysiov. The introduc- 
tion in scientific usage of the term “transnationaliza- 
tion” of the capitalist economy initially gives rise to 
puzziement and arguments. It seems that the use of this 
<erm together with the “internationalization™ concept, 
which has long been applicable in literature, could give 
rise to confusion and disagreement in economic termi- 
nology. At the sarne time, however, the appearance of the 
term “transnationalization”™ is prompting a closer exam- 
ination and more dependable evaluation of the current 
level of internationalization of production and capital 
and the whole economic life of the capitalist world. It is 
to be ascertained whether the process of the internation- 
alization of the capitalist economy has not attained some 
new, higher ievel compared with the situation which 
existed 10-15 years ago, say. 


First, private overseas capital investments have attained 
tremendous proportions in the capitalist world. The sum 
total of direct overseas investments grew from $67.7 


billion in 1960 to $551 billion in 1980 and $712 billion 


in 1985. A ramified network of transnational corpora- 
tions, that is, vast economic complexes including enter- 
prises located in various countries, has taken shape on 
the basis of the export of productive capital. Currently 
approximately 10,000 corporations have production 
capacity beyond national boundaries, including 751 cor- 
porations with a turnover of more than $! billion each. 
They own more than 90,000 overseas affiliates in 125 
countries. 


ing to available calculations, in 1960 this proportion 
constituted 14.5 percent, but in 1978 had grown to 26.! 
percent. By the start of the 1980's the TNC accounted for 
over one-third of industrial production and also for more 
than half of foreign trade and approximately 80 percent 
of new equipment and technology patents in the capital- 
ist world (according to the CPSU Central Committee 
Political Report to the 27th party congress). 


Simultaneously there has been a palpable expansion of 
the overseas a/Tiliates’ share of the TNC’s production 
activity. Thus in 1980 some 382 leading TNC used at 
their overseas enterprises 46 percent on average of their 
total employed personnel, and overseas sales constituted 
40 percent of their turnover. At the present time the 
proportion of the manufactured product, assets and 
persons employed at overseas enterprises of a number of 
major TNC is considerably in excess of 50 percent. The 
scale of international production is also ind’ cated by the 
fact that the proportion of foreign capital in the total 
output of manufacturing industry constitutes in Great 
Britain 21.2 percent, the FRG, 21.7 percent, Italy, 23.8 
percent, and in France, 27.8 percent. 


Second, a certain shift in the geographical focus of the 
exports of long-term capital from Western countries is 
taking place. Exports from the United States have 
slowed, whereas the amount of the direct foreign capital 
investments of a number of other Western countries is 
increasingly rapidly. As a result the United States’ share 
of the sum total of the capitalist states’ direct overseas 
capital investments declined from $47.1 to 35.1 percent 
in 1985 compared with 1960, and the share of the main 
West European countries (Great Britain, Italy, the Neth- 
erlands, France, the FRG, Switzerland and Sweden) 
together remained practically at the former level (41.5 
and 41.6 percent), but the share of Japan and Canada, on 
the other hand, grew from 0.7 to 11.7 and from 3.7 to 5.1 


percent respectively. 


Direct foreign capital investments in the American econ- 
omy are increasing considerably. In 1983-1985 this 
country found itself for the first time since WWII playing 
the part of net importer of such capital. The ratio of the 
value of foreign direct investments in the United States 
to the sum total of analogous American investments 
overseas constituted less than one-fifth in 1970, over 
one-third in 1980 and more than four-fifths in 1986. 
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This process is contributing to a certain extent to the 
surmounting of the national one-sidedness and “Ameri- 
“anocentric nature” of the aggregate capital of the capi- 
<aitst countries’ TNC. 


Third, an important process is the rapid international- 
ization of the banking sphere, which is expressed in the 
tremendous increase in the overseas activity of the 
biggest merchant banks. The gross asset value of forcign 
branches and subsidiary affiliates of banks and other 
financial institutions of the United States grew from 
$59.7 billion at the end of 1970 to $478.8 billion at the 
end of 1983, that is, eightfold. Correspondingly. the ratio 
of this value te the sum total of American banks 
domestic assets increased from approximately 7 to more 
than 20 percent. Net overseas assets (minus accounts in 
financial institutions belonging to the same banking 
group) Lr} 4 this period even more significantly—by a 
actor of 11.7. 


The internationalization of the West's banking sphere 
has turned che biggest merchant banks into powerful 
transnational banks (TNB). Currently 84 of the 300 
biggest banks are transnational, as are 64 of the 100 
biggest, and 43 of the 50 biggest. The countries of origin 
account, as a whole, for two-thirds of the volume of 
transactions of the TNB, and overseas, for one-third, 
including industrially developed countries, for 60 per- 
cent. 


Fourth, the fact that the relative diminution in the role of 
American capital given a simultaneous expansion of the 
positions of the Japanese and, to some extent, West 
European competitors in the international finance- 
banking sphere is being manifested even more inten- 
sively than in world production calls attention to itself. 
The sum total of assets of banking institutions of foreign 
origin in the United States grew from $32.3 billion in 
December 1973 to $398 billion in June 1985 or by a 
factor of 12.3. Correspondingly, their share of the assets 
of banks located in the United States and owned by both 
foreign and American capital increased from 3.8 to more 
than ‘4 percent. 


The change in the correlation of forces in the capitalist 
world’s international banking activity has been mani- 
fested in a relative weakening of the significance of U.S. 
banks and a strengthening of the positions of their rivals 
based in Japan and certain West European countries. In 
1966 the West's 10 biggest (in terms of value of the 
deposits) “anks included 6 American, 2 British, | French 
and | Canadian. In 1986 this list no longer contained a 
single American bank. The first 7 places were held by 
Japanese, followed by 2 French and | West German 
bank. The biggest American bank—Citibank—was in 
17th place only. 


Fifth, the increasing specialization of regional financial 
centers of the capitalist world is of appreciable signifi- 
cance. Thus branches of American TNB in London put 
the emphasis on short- and medium-term Eurocredit, 


currency transactions, consultation activity and infor- 
mation services. The financial centers of Zurich, Frank- 
furt-am-Main and Paris specialize in bonds and stock 
deals; Hong Kong and Singapore, short-term interbank 
credit; Bahrain, transactions connected with petrodollar 
transfers; and so forth. 


All this 1s the result of the exhaustion of the possibilities 
of the extensive international expansion of banking 
capital. Under the conditions of the practically com- 
pleted “partitioning” of the world loan capital market 
the TNB, operating in various financial centers, have 
been forced to look for additional potential for an 
increase in Competitiveness by way of concentration on 
particular types of transactions. This process is closely 
connecied also with the extensive computerization of 
banking and the use of the latest communications and 
telecommunications. 


The specialization of the world financial centers evi- 
dently testifies to the appearance of some forms of 
integration of national and international loan capital 
markets and the crystallizing out of the contours of a 
uniform mechanism of the money market, some compo- 
nents of which complement others. And it is perfectly 
probable that the situation on this market and the 
dynarnics of interest raics will begin to take shape under 
the influence of the changing correlation between the 
demand for loan capital and its supply on the scale of the 
entire world capitalist economy. 


What are the: results of the impact of the sum total of the 
above-mentioned new phenomena, trends and processes 
on the evolution of the world capitalist economy’ 
Undoubtedly, primarily the tremendous growth of the 
interdependence, interpenetration and interweaving of 
the national economies. Bul this is only one aspect, the 
other, and most important, is the formation of transna- 
tional monopoly capital (discussed at the 27th CPSU 
Congress) and the conversion of the TNC and TNB into 
the principal subjects of the world-economic sphere. It is 
of fundamental importance that some stable capitalist 
community, which regards the whole world as a single 
economic space and aggregate sphere of its commercial, 
financial and, what is most importani, production activ- 
ity, has emerged. A shifi is under way in the motivation 
of the economic decisions of the TNC and TNB from an 
orientation toward a nationally limited framework 
toward approaches characterized by international 
dimensions. 


There is one further important aspect of this problem. 
Many studies of Soviet and foreign economists are 
revealing the existence of wide-ranging. ramified rela- 
tions between overseas affiliates of the transnational 
banks and other credit-finance institutions on the one 
hand and industrial corporations on the other. Such 
relations are cither of an institutional nature. that is, are 
expressed in an interweaving of the property of both, or 








short-term capital from country to country (“hot 
moncy™). Ultimately this destabilizes the national loan 
capital markets (to the extent that they preserve their 


country’s ¢c> 


separation) and, correspondingly, the 


nomic mechanisms. 


The activity of the TNC and TNB is leading 

with other factors to constant disturbances of the balance 
of the international payments turnover. Such distur- 
bances are prompting the use of national mechanisms of 
the adjustment of balances of payments, including cur- 
rency rates, interest rates and other instruments of 
macroeconomic policy. These mechanisms, in turn, are 
having 2 painful impact on economic conditions, repro- 
duction conditions, the monetary-price sphere, employ- 
ment and the living standard of the working people of 
capitalist countries. As a result there is either a recession 
ind growth of unemployment or increased inflation. 


The process of the formation of transnational capital as 
a specific form of capital and particular community 
opposed to nationally separate capital requires its own 
terminological description. The “transnationalization™ 
concept would seem entirely suitable for this. True, use 
of the term “transnationalization™ is associated with 
certain inconveniences also. Corporations in which the 
capital of some one country is palpably predominant are 
customarily called transnational, as distinct from multi- 
national. For this reason use of this term creates the idea 
of a configuration of transnational capital which presup- 
poses the presence of two asymmetrical elements—some 
center customarily painted in our minds in a particular 
national color and a periphery which is “transnational” 
in relation to it. 


The center controls the here. Inasmuch as 
ender pomsast condinions caly te Uniord States could be 


tional capital as a community 

soil. True, it has to be admitted that the interpretation of 
transnational capital as “American-oriented™ as * <« cor- 
responds to the actual state of a“airs to a considerable 
extent. 


Some Soviet authors suggest their terms to denote the 
process in question. Thus Yu. Osipov (Moscow State 
University imeni M.V. Lomonosov) terms it “woridiza- 
tion,” others, “multinationalization”. However, there 
are still no grounds, in our view, for abandoning the use 
of the “transnational capital” and “transnationalization 
of the economy” concepts, which have already become 
firmly esiablished in scientific usage. 


A need for comparison of the terms “transnationaliza- 
tion” and “internationalization™ arises. From my view- 
point, the first pertains to the second as to the whole. The 
“internationalization™ concept is broader than “transna- 
tionalization™: besides the formation of international 
industrial and financial concerns based on direct over- 
seas investments providing for control over property, it 
incorporates a wide spectrum of economic relations 
between countries—trade, credit relations, international 
payments and so forth. 


Hi wever, the process which we have agreed to call 
transnationalization emerges merely at a particular level 
of development of internationalization—when it leads to 
the formation of transnational monopoly, finance capi- 
tal. Transnationalization gemmates, as it were, from 
internationalization and enjoys independent develop- 
ment. And it is this process which primarily endows 
world capitalism as a whole with some fundamentally 
new, essentially significant features. 


There arises in this connection the question: has not the 
transnationalization process cardinally changed the 
entire mechanism of the functioning of the economy of 
present-day capitalism, has it not done away with the 
separateness of the national economies and has it not 
formed a mechanism of world capitalist reproduction? 
In other words, should we not be speaking of capitalism's 
entry into a new stage (phase) at which it could be called 
transnational, international, supranational and so forth 
state-monopoly capitalism? Certain Soviet and foreign 
Marxist economists are coming to this conclusion. 


It needs to be mentioned primarily that an affirmative 
answer to the question is an extraordinarily important 
conclusion, which could not fail to have serious political 
and ideological . Specifically, such a con- 
clusion must lead to a reevaluation of the interpretation 
of the processes of the unevenness of the development of 
individual parts of the world capitalist economy, the role 











ital has not led to the assimilation and dissolution of 


nationally separate capital. It is as yet a long way also to 
the synchronicit capitalist countries’ economic 
cycles. The specific features of national economic mech- 


anisms (the monctary<redit, fiscal-financial and tax 
systems) are reflected appreciably, as before. in the 
formation of the structure of the finance groups and the 
functioning of individual-country economies. Important 
factors countering the transnati nalization process are 
the differences in social conditions in individua! coun- 
tries and the tenacity of political, cultural, social and 
other national traditions and institutions. 


The transnational corporations themselves have not sev- 
ered the “umbilical cord” connecting them with national 
capital. The complex dialectic of their relations with this 
capital reflects the existence of both contradictions and a 
certain community of interests. Finally, the economic 
processes occurring in the industrially developed and 
developing countries differ sharply. 
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of current macroeconomic policies of the “seven™. A 
policy of attempting to effect joint it 
came, to Gah oo wom Chinaanelin oh of Vaile 
economic indicators has been adopted. In addition, 

being made to establish Western countries’ 


international institutions might with the aid of econ mic 


economy under control. 


ment of the consensus of the political aims of the 
participating governments, and they are guided chiefly 
by the interests of their ational capital. For this reason 
the efficiency of international regulatory mechanisms is 
reduced owing to inter-imperialist rivalry. Thus the 
existing system of interstate regulation cannot be consid- 
ered the full-fledged political component of transna- 
tional state-monopoly capitalism. 


In conclusion | would like to say the following. Study of 
the processes of the internationalization and transna- 
tionalization of the capitalist economy may only be 
fruitful given a dependable statistical base. The present 
statistical evaluations of these processes are to a consid- 
erable extent of an basic research nature and are frag- 
mentary and frequently based on the use of noncompa- 
rable data. For this reason an urgent task of economists 
1s the elaboration of a harmonious, considered, compre- 
hensive system of indicators which would afford an 
opportunity for characterizing the processes in question 
in all their breadth and multifaceted nature. We shouid 
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account of which the concept of monopoly has taken root 
in Marxist literature) remain most important compo- 
nents of its economic structure, neither term is entirely 
(albeit to a varying extent) adequate for an exhaustive 
description of present-day capitalism, which, as the 
CPSU Program rightly emphasizes, “is largely different 
from what it was at the start and even in the middie of 
the 20th century”. May such concepts as “transnation- 
alization™ or “transnational capitalism” be a capacious 
and summary description of these changes? | am inclined 
to answer this question negatively: the changes in capi- 
talism’s economic system do not boil down tointerna- 
tionalization, and internationalization is far from 
exhausted by the activity of the TNC. 


The main task, in my view, is not finding a new adjective 
adequately reflecting the essence of modern capitalism 
(for which we are hardly now prepared) but a substantive 
characterization of the really profound changes, in the 
internationalization of economic life included, and prob- 
lems and prospects arising in this connection. What is 
new in internationalization is inseparably connected 
with the modifications being by the eco- 
nomic mechanism of capitalism at both the national- 
state and international levels. 


An economic mechanism regulating the distribution of 
production resources, the assimilation of technical 
progress, reproduction quotas and external relations, 
determining the demands on production efficiency and 
so forth has taken shape at the highest level of the 
industrial system of the productive forces. This regula- 
tion is exercised on a contradictory basis: the automa- 
tism of the objectively unfolding cost processes, largely 


both the current situation and the foreseeable future. _ 
The correlation and forms of the linkage of these two 


change in an unambiguously preset direction. Elements 
of centralized regulation have grown, an increased 
amount of the income and resources of society has been 
withdrawn from the immediate impact of cost regulari- 
ties and both the law of surplus value and the law of 
Capitalist appropriation have undergone serious modifi- 
cation over a number of decades in the economy of the 
majority of capitalist countries. However, by the frontier 
of the 1970's-1980". the pendulum, which had been 
moving in one dizection almost nonstop, had swung too 
far. This was signaled in the political sphere by the 
“neoconservative wave”. 


Without downplaying in the least the socially damaging 
and regressive aspects of this policy, it would be wrong to 
reduce it merely to an attempt al socioeconomic 
revanche and the winning back of positions which capi- 
tal had earlier been forced to cede to labor, and individ- 
ual proprictors, to the “aggregate capitalist”. The certain 
rehabilitation of the market, competitive mechanism, 
the shift of accent from direct to indirect methods of 
state intervention in reproduction, the captious revision 
of the arsenal of weapons of economic and social pol- 
icy—all this is a response to the formation no longer of 
an industrial but scientific-industrial system of the pro- 
ductive forces, the growing interdependence of the 
national economies and changes in the social structure of 
society. 


The supplanting or severance of economically inefficient 
and, at times, parasitical components of the economic 
system which had spread quickly in the bureaucratically 
controlied public sector or under state protection are 
taking place at the same time. As is frequently the case. 
the dismantling, albeit partial, of some more or less 
established levers of regulation without their dependable 
compensation by others which have yet to be found or 
which are as yet undeveloped engenders complex cco- 
nomic and social problems and exacerbates exisiing and 
advances new contradictions. 


May all this be described simply as a reverse movement 
or a growth of crisis phenomena? This would be wrong. 
I believe, and the movement should be likened nc: to the 
swinging of an ordinary clock pendulum but to a 
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Foucault pendulum shifting to a different plane with 
every beat. A painful and socially conflict-ndden—nor 
could it be otherwise under capitalist conditions—search 
for new forms of the combination of automatic, market 


and centralized and strong regulation 1s under way—a 
flexibility 


contemporary system 
of the productive forces and the ideas taking shape in 
society about what 1s and what should be. The growing 
internaticnalization of production and, in addition, of 
all of social life is simultaneously prompting and com- 
plicating this transition. 


Internationalization 1s highly diverse. On the one hand 
the proportion of 


ee ee Sa ee 


internationalization-universalizatir ° ’ 8 accelerating. 


Verification by world criteria (and they naturally gravi- 
tate toward the conditions of the technically most 
advanced industries which have imbibed the achieve- 
ments of the S&T revolution) distinguishes in cach 
country more or less efficient sectors of the economy 


corresponding and not corresponding to these criteria. 





The first method has been tried many times over im the 
past, and people will very likely return to it repeatedly in 


order to case certain tensions. It could prove useful for 
tackling current tasks, but is not promising in the long 
term. The international costs of goods, services, technol- 
pressure on the dynamics of the corresponding national 
costs and make themselves felt as the ultrmate critenon 
of the efficiency of production and the use of resources. 
The higher and stronger the wall erected in the way of 
these influences. the more backwardness will unfaslingly 
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entirely accurate. The use of this term wittingly or 
unwittingly emphasizes the dominating role of the TNC 
in the process of internationalization of the economy of 
the “third world”. Yet this role is in reality far from 
unambivailent. In a number of states and territories most 
successfully integrating in the world capitalist economy 
the relative significance of foreign affiliates in the econ- 
omy is comparatively slight. For example, in South 
Korea, on Taiwan and in Hong Kong they account for no 
more than one-fourth of exports. Their industry makes 
most active use of virious forms of relations with 
developed capitalist countries—technology imports, 
commercial and industrial cooperation and so forth. 
Such contacts are contributing primarily to a strength- 
ening of local firms. 


If we turn to the states of the “third world” which 
account for the lion’s share of direct foreign investments 
and in which the relative significance of foreign affiliates 
in the economy is appreciably higher than for the East 
Asian territories (Brazil, Mexico, Argentina and such), 
we do not discover the leading role of the TNC there 
either. They are rather “built in” to the economic 
Strategy of these states and territories. 


For example, the practice of the postwar decades, when 
the majority of emergent states has pursued a policy of 
the increased self-sufficiency of the national economy 
and the increased isolation of the local market from the 
world market, has shown that the activity of the TNC 
may contribute to a relative reduction in a country’s 
participation in the international division of labor. The 
bulk of the whole output of foreign affiliates in the 
manufacturing industry and services of the developing 
countries is still sold in the host states themselves. 


In the iast two decades the export activity of foreign 
affiliates in the manufacturing industry of the “third 
world” has grown, it is true. Their increased export 
orientation became possible after a considerable number 
of developing countries implemented measures to create 
conditions conducive to the development of nontradi- 
tional exports. Nonetheless, few emergent states have 
scored pronounced successes on this path. In the major- 
ity of cases local governments are having to exert con- 
siderable efforts to prompt the foreign affiliates to move 
beyond the protected national market. 


To speak of the correlation between national forces and 
the TNC in the local economy as a whole, it will in all 
probability change in the future in a number of the more 
developed “third world” states, at least, not to the 
benefit of the TNC. This does not, however, preclude the 
ongoing internationalization of the local economy. 


Doctor of Economic Sciences A. Elyanov. | believe that 
the term “transnationalization of the economy” is hardly 
justified. It can only, it would seem, introduce confusion 
to the category apparatus currently in use. So-called 
transnationalization essentially implies a modern form 


of internationalization effected on the basis of the grow- 
ing expansion of the transnational corporations. If, how- 
ever, transnationalization is seen as an independent new 
phenomenon, it should lead to the emergence of a 
transnational sector in the world capitalist economy and 
the national economies of a considerable number of 
countries of the nonsocialist world and, perhaps, 


beyond. 


The question arises: what distinguishes the transnational 
sector from the rest of the economy, which is also— 
although on a different scale and in different forms, 

on relations with the outside world? In 
other words, how and by what characteristic may such a 
sector be distinguished? If by the proportion controlled 
by the TNC, sufficiently precise criteria of the control 
itself are required. And, furthermore, these criteria obvi- 
ously cannot be uniform for the home countries and host 
states. Should they be linked exclusively with the prop- 
erty of the TNC? Afier all, quite effective control is 
possible in other forms also. 


At the same time the TNC daughter companies and 
affiliates have a rami‘ied network of direct relations and 
feedback not only with the economy of the home coun- 
tries. Analogous relations, in time, in any event, are 
formed in the national economy of the host states also. 
And, furthermore, this process is characteristic not only 
of the developed capitalist but the developing countries. 
The differences between them are evidently brought 
about primarily by the overall level of economic matu- 
rity and the scale of the spread of modern forms and 


types of production. 


Given the absence of some in any way satisfactory 
answer to the questions which have been put, the intro- 
duction in scholarly use of the term “transnationaliza- 
tion” evokes perfectly justified doubts. Would it not be 
better to confine ourselves to the use of the concepts 
which became established earlier? They characterize 
sufficiently fully, | believe, the essence of the processes 
occurring in the world capitalist economy. 


But it is not even a question of terms. It is more 
important to determine whether the appearance and 
increased significance of the TNC mark the onset of 
some new stage in the development of capitalism. In my 
view, their enhanced role testifics merely to new forms of 
the organization of economic life, which are contributing 
to an intensification of the process of its international- 
ization. And this is far from being the same thing. Of 
course, present-day capitalism differs very considerably 
from what it was at the start of the century or in the first 
postwar years even. But this difference is determined by 
a complex set of factors in no way reducible merely to the 
development of transnational capital. 


I would like to touch on one further important question, 
in my view. I believe that N. Karagodin is right in saying 
that the TNC really have been forced to take account in 
their activity of the strategic aims and actual focus of the 
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economic policy of various “third world” countries. And 
when import-substituting industrialization has been 
implemented there, the TNC have been active partici- 
pants therein. Without this, the transnational corpora- 
tions would have been unable to entrench themselves 
and undertake expansion on local markets. The acute 
need for such participation has stimulated the export of 
capital, which has facilitated, in turn, an increase also in 
the export of commodities, primarily of a production 
nature. 


The economic progress of the developing countries has 
been inseparably connected with the extension of their 
integration in the world capitalist economy. But in 
investing capital in these courtries’ import-substituting 
industry the TNC have at the same time held back 
expansion beyond the national markets. 


I would like to emphasize also that the expansion of the 
TNC on the periphery of the world capitalist economy in 
no way eliminates the trend toward the consolidation of 
the developing countries’ national economy but merely 
contributes to a modification of its forms. Confirmation 
of this is the intensive formation of direct relations and 
feedback between various components of the local econ- 
omy, of different nationality included. This process is 
developing in parallel with the expansion and diversifi- 
cation of foreign economic relations, even if their overall 
a is diminishing compared with the gross domestic 
uct. 


Meanwhile the S&T revolution, its current stage partic- 
ularly, is in increasing social labor productivity exacer- 
bating the problem of sales in the centers of the world 
Capitalist economy. The growth of the TNC’s need for 
the continued assimilation of the markets of the periph- 
ery is hereby being spurred. But this is being impeded by 
the currency and financial crisis being experienced by 
the majority of developing countries, which has been 
manifested distinctly in the foreign debt, which has 
assumed asi) Dnomical proportions, and in the conse- 
quent winding down of their imports. Both are undoubt- 
edly connected with the serious deterioration in world 
economic conditions. However, these countries’ critical 
foreign currency situation goes back to the lag in the 
development of exports behind the growth of their 
import requirements. The changes accompanying the 
assimilation of new technology in the import structure of 
the developed capitalist states, which have since time 
immemorial had the leading role in the foreign economic 
relations of their former colonies and semicolonial ter- 
ritories, have contributed to the creation of the former 
also. 


The need for the accelerated modernization and increase 
in the exports of the developing countries, which is 
perceived acutely not only by themselves but by the West 
also, could stimulate a new spiraling of the expansion of 
transnational capital in these countries, although on 
different organizational and technical principles than 


previously, evidently. After all, the structural reorgani- 
zation currently under way in the developed capitalist 
states is relatively constricting the possibilities of their 
economic cooperation with the developing countries 
within the framework and on the basis of the evolved 
division of labor. 


The likelihood of such a course of events is obviously 
directly dependent on the level of development and size 
of the economic and technical potential of individual 
“third world” countries and also on the degree of their 
openness to the outside and objective readiness to adapt 
to the changing circumstances. Such processes would 
also contribute to an intensification of the socioeco- 
nomic differentiation of the developing countries. 


However events develop in the future, the permanent 
shortage of currency resources testifies that the develop- 
ing countries will evidently have to an ever increasing 
extent to come to terms with the global trend toward 
internationalization. The disdain or incapacity (lack of 
real opportunities) for finding ways toward the acceler- 
ated development of foreign economic relations may 
result merely in their further displacement from the 
world market and an intensification of backwardness. 


And it is not only a question of the mere fact of the 
developing countries’ incorporation in the worid capital- 
ist economy and their attachment to the capitalist mar- 
ket. The main thing, it would seem, is that with the rise 
in the leve! of development the influence of the general 
suprasystem regularities inherent in the modern econ- 
omy as such, which are also at the basis of the formation 
of the world economy, is extending to them to a growing 
extent. 


Doctor of Economic Sciences R. Avakov. A number of 
questions arises upon discussion of the problem of 
transnationalization of the world economy. Primarily, of 
what significance for the activity of a transnational 
company is the home country? An imperialist state can, 
of course, and does support “its” TNC, and this is a 
considerable help in their competitive struggle. But con- 
tradictions with the state cannot fail to arise and do arise 
for the transnational corporation. State interests are not 
the fundamental criterion determining corporate strat- 
egy and policy. There is another aspect of the problem 
also—the fact that relations with the state are hardly an 
element of the nature of the TNC and feature imma- 
nently inherent therein. The state it an external factor 
facilitating or impeding corporations’ activity, but not 
related to the essence thereof as a social phenomenon. As 
far as the interests of the TNC itself are concerned, they 
go beyond the interests of the state in some respects, and 
in some respects are contrary to them even. The general 
trend, evidently, is such that a process of both the 
interweaving and separation of their interests from one 
another is taking place. For an understanding of the 
nature of the TNC it is essential to abstract oneself from 
the external factors influencing its activity. 
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Now about the transnationalization of the economy of 
developing countries. The facts testify that this process 1s 
becoming firmly established here also. poaeonyene 
not so much a question of the fact that their “ 
seeusndianth aeianaiecapametiien in Qam ond Gat 
the TNC of developed capitalist states are expanding 
their activity in these countries from year to year. The 
main thing is that transnationalization as a new, more 
in-depth form of integration is enshrining the incorpo- 
ration of the developing economy in the world capitalist 
economic system and contributing to the completion of 
the creation of this system, which is becoming something 
common and integral, although, of course, full of contra- 
dictions. 


The development and intensification of this trend will 
lead to an appreciable change in the content of the 
problem of underdeveiopment. Economic underdevel- 
opment will shed its national footing to a some extent, 
becoming increasingly a phenomenon characteristic of 
individual components of the transnational world capi- 
talist economy. in other words, what counts therein will 
be not the national economies bul transnationalized 
economic complexes taking shape from various national 
components. The boundary of underdevelopment will 
run not between individual countries but within the 
framework of such transnationalized multinational com- 
plexes. 


Study of the process of transnationalization of the world 
economy is of exceptionally great significance for the 
socialist countries and the world socialist economic 
system. The concept of socialist integration, which is 
being implemented in practice, but considerably more 
slowly and in more clementary (and, consequently, 
insufficiently efficient) forms than in the world capitalist 
economy, is well known. There can be no talk even of a 
socialist type of transnationalization. Such does not exist 
in practice. But sooner or later, evidently, this process 
must begin in the socialist countries also. The Soviet 
Union's economic relations with the world capitalist 
economy are objectively limited also, incidentally, by the 
fact that economic processes of the modern level char- 
acteristic of the era of the SAT revolution are developing 
in the Soviet economy more slowly and lagging far 
behind analogous processes occurring in the capitalist 
economy. 


Candidate of Economic Sciences A. Astapovich. It 
would seem that there is frequently a confusion of the 
“transnationalization” and “internationalization™ con- 
cepts. In my opinion, transnationalization represents the 
most pronounced, leading form of the internationaliza- 
tion process. This process itself, however, is broader in 
terms of its nature and envelopment of targets. 


If we analyze the process of the expansion of the inter- 
national activity of industrial firms, banks and compa- 
nies of the service sphere and their movement beyond 


national boundaries, i is appropriate in this case to 
speak about transnationalization. From the organiza- 
tional viewpoint this leads to the growth of national into 
transnational companies. 


Transnationalization is expressed in the movement of a 
substantial amount of the assets of companies and banks 
overseas and in the sale outside of the home country of 
products manufactured al overseas enterprises. As a 
result the production of the TNC ceases to be subordi- 
nate to the regularities of the reproduction process of 
some one country, including the regularities of cyclical 
development. 


The transnationalized process also expands thanks to the 
inteomsiadiion dl the enateal of Gilibeans eountelen. Inter- 
mingling does not necessarily presuppose the formation 
of common property at head company level and the joint 
control over it of the capitalists of different countries. 
Practically all TNC, with a few exceptions, are controlled 
by capitalists of some one country. But, nonetheless, 
capital intermingles—thanks to the takeover of firms of 
other countries, the creation of joint companies, local 
capitalists’ acquisition of the stock of overseas affiliates 
and the attraction of the capital of foreign banks and 
states. 


Mention should be made also of the intensive process of 
transnationalization of finance capital signifying the 
establishment of firm long-term relations overseas of 
industrial companies and banks of one and the same 
country. Meanwhile the merger and fusion of the indus- 
trial and banking capita! of different countries is 
expressed far less strongly as yet. 


Even less palpable is the internationalization of state- 
monopoly capitalism. It may be said that a certain 
mechanism of the interaction of the state and privatc 
companies and the influence of the state on various 
aspects of the economy has taken shape within a national 
framework. The state also regulates the foreign economic 
relations of this country or the other sufficiently actively. 
As distinct from the domestic sphere, international 
forms of state-monopoly capitalism are developed insuf- 
ficiently, although an aspiration to the agreement and 
coordination of economic policy is observed here. This 
includes national regulation within the framework of an 
integration grouping. mectings of the Trilateral Commis- 
sion of important politicians and businessmen of the 
West and annual meetings of the “seven”. It should be 
emphasized that there is no complete concurrence as to 
the aims of state activity within a country and at the 
international level. 


A few words about the evaluation of the TNC's cco- 
nomic role in the world economy, specifically, about the 
analysis of the “second economy™. From the procedural 
viewpoint it is legitimate comparing with the gross 
domestic product or industrial production both the 
entire production of the TNC and the product of the 
overseas affiliates alone. Naturally, TNC production 














The “open economy™ category which is customary in 
Western literature is within certain limits of the same 
content as the “internationalization™ concept in use with 


represent an important scientific problem. They bear the 
imprint of national singularities which have evolved in 
the home countries, but may under the influence of a 
number of factors be modified in the transnational 
sphere. The question arises: what is transnational 
finance capital and what are transnational finance-mo- 
nopoly groups’? We are only at the initial stage of study 


capitalism. However, the theoretical elaboration of these 
problems of political economy will still require great 
efforts. 

footnotes 


1. K. Marx, “Economic Manuscripts, 1857-1861," pt |. 
Moscow, 1980, p 47. 


2. KOMMUNIST No 13, 1987. 


COPYRIGHT: Izdatelsivo TsK KPSS “Pravda”. 


“Mirovaya ckhonomika 1 mezhdunarodnyye otnosh- 
eniya™, 1989 








JPRS-UWE-89-007 
13 May 1989 


Roundtable on Decreasing Importance of Class 


181 7e Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 2, Feb 89 pp 66-72 


the lack thereof can only be made good by a redoubling 
of efforts for a surmounting of all that is negative that 
has built up in our science. 


Of course, that which is new does not appear of its own 
accord, all of a sudden: it is born in an acute struggle with 
what 1s old and moribund, and history knows of no other 
path for its birth and formation. The emphatic rethink- 
ing of all that has held back and fettered thought— 


We have today reached, not without difficulty, an under- 
standing that the line of demarcation between the forces 
of progress and reaction has largely ceased to coincide 
with the boundaries of countries, blocs and even classes 
and opposite social systems.' Human civilization has 
approached the line separating not so much systems and 

as commonsense and a sense of responsibility 
for the future of the human race on the one hand and 
irresponsibility, national, class and party egotism and 
prejudice on the other. 


However, this danger line is not a first cause; it has 
merely illumined with particular brightness the realities 
of today’s world, the tremendous changes therein and the 
noncorrespondence between them and the outdated, 
ossified ideas about the world, including ideas about the 
class struggle at the current stage, specifically about the 
class struggle in international relations and about the 
correlation of class and national interests and those 
common to all mankind. 


It ts becoming obvious today that ideological and class 

ism is Ceasing to be the measure of all things, at 
least if the “proletariat-bourgeoisie” and “socialism- 
capitalism” rote-learned framework of class dualism, to 
which we have adhered strictly and by which we have 
separated the progressive from the reactionary, is taken 
as this measure. To maintain today, as before, like 50 
and 100 years ago, that the struggle of the classes remains 
the center of gravity of social development is to fail to 
see the class changes in the world, in the nature of the 
classes themselves and in the content and forms of 
struggle between them included, and to continue to see it 
in the categories of that same dualism, which did not 
exist even in the “classical” period of struggle between 
the proletariat and the bourgeoisie. Class division, Marx 
wrote, appears nowhere in pure form: “the middie and 
(ransitional levels obscure everywhere the strict bound- 
aries between the classes....” Besides the class separation. 
we may distinguish in society “the infinite comminution 
of interests and situations created by the division of labor 
among both among workers and among capitalists...’ 


To the eroded nature of class relations in modern capi- 
talist society corresponds its political superstructure, 
which, | believe, may no longer be unambiguously 
defined as a “committee for managing the affairs of the 
bourgeoisie”. 


I shall dwell on these points for the reason that they are 
directly related to the subject of the discussion. Predom- 
inant for a long time with us was a one-sided view of the 
State merely as the political organization of the ruling 
class (1 wrote about this in detail in my article in MEMO 
No 5, 1988). This view also served as the theoretical 
basis, as it were, of the proposition that interstate rela- 
tions are an arena of class struggle. and peaceful cocxist- 
ence, the specific form thereof. But if account is taken of 
what was said carlier, we cannot fail, holding to the 
platform of this proposition even, to ask: the arena of 
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struggle of whichclasses are in this case interstate rela- 
tions and which class interests are being defended in this 
Struggle? Having, however, compared the actual social 
processes occurring in both types of society (socialist and 
capitalist) with the above proposition, we may reach 
absolutely disheartening conclusions concerning the con- 
tent of the class struggle in the world arena. 


The question which has been submitted for discussion at 
our meeting has manifestly been elaborated insuffi- 
ciently as yet. There is much that is unclear and many 
varied “dark” spots and blanks here. Understandably, 
we will be unable to reveal them within the framework of 
a single discussion. But | hope that we will succeed by 
joint efforts in charting and outlining the main ones, 
ascertaining the weakest and little-studied spots and 
thereby determining the directions and priorities of our 
subsequent theoretical research in this field. 


Doctor of Economic Sciences S. Blagovolin. | believe 
that it is very important that we sort out what is called 
the “class approach” in foreign policy. We refer by no 
means to policy in the interests of the world socialist 
system. We mean something fundamentally broader 
which goes beyond the framework of the socialist coun- 
tries. The basis of this approach is the following postu- 
late: we are pursuing a class policy benefiting all our 
brothers by class (or classes), consequently, for example. 
the U.S. proletariat also. But problems. the one more 
complex than the next, lie in wait for us right here. For 
example, the vast majority of the U.S. working class has 
for many years now stubbornly ascribed itself to the 
middie class. Whether this is the case or not, I believe it 
is Conspicuous to them, and not us. And there's no 
escaping the fact that this category of the population 
represents, as we all known full well, virtually the most 
conservative, from the viewpoint of our foreign policy, 
part of American society with a very tough attitude 
toward us. What kind of policy, then, if we think in terms 
of class interests, should we be pursuing? A foreign 
policy “Demyanov's ear,” apparently—they do not need 
our solidarity, more, they push their ruling circles onto a 
path of active resistance to any expansion of the bound- 
aries of socialism in the world—but we believe—and 
would have them believe—that all that we do is in your 
interests. 


Yes, of course, if we recall the first two decades of our 
century, the situation then was different, and it really 
was possible to talk about the class nature of forcign 
policy, about its expediency and, perhaps, about some 
effectiveness even. But everything in good season. 


To speak about a system, however—socialist or capital- 
ist—it is in fact a question of official policy since we are 
here dealing with blocs and associations, which, to be 
honest, exist in reality by no means only and not so much 
on class grounds. That “nightmare of coalitions” which 
haunted Bismarck has now become a daily reality con- 
fronted by zany country pursuing an active policy. Virtu- 
ally the whole world has become a combination of 


economic and military-political coalitions, which exist 
primarily as a reflection of state interests, often of the 
interests of the strongest to the detriment of the weakest 
even. 


IMusions in policy are particularly dangerous. And we 
have to sort out comprehensively and as quickly as 
possible what blocs and associations are becoming in the 
modern world, ascertain the factors of their stability and 
evaluate the expediency and basic forms of their func- 
tioning from the viewpoint of state interests. 


1 would like to mention that a situation has now taken 
shape wherein we may speak of a concurrence in the vast 
majority of cases of state and national interests. Dicta- 
torship, however, in our time, as a rule, inevitably 
descends into a counterpoise of state and national inter- 
ests. In these cases defeat of the state (or the regime 
personifying it) is a good thing for the nation or nations 
peopling the country. 


The opposite example is ithe United States. | am, natu- 
rally, far from thinking of attempting to show that there 
have been no serious mistakes in American policy. But, 
generally, the democratic (let us not now persuade one 
another as to the limited nature of bourgeois democracy) 
nature of the state and the indubitable sense of respon- 
sibility of its ruling circles have played, it would seem, an 
exceptionally important part in ensuring that U.S. for- 
cign (and also domestic) policy has secured for this 
country unprecedentedly propitious development condi- 
tions and, consequently, the relatively high level of 
well-being of the vast majority of the population and 
made it the natural (1 emphasize, natural) leader of the 
community of the majority of the world’s most devel- 
oped states. The interests of the state have to a tremen- 
dous extent coincided with the interests of the nation. 
And, incidentally, even given the persistent problems of 
interracial and inter-nation relations in the United 
States, all this has secured the emergence of the natural 
situation whereby a multinational state is, as a whole, 
highly stable. 


But, | believe, we need to be very clearly aware that the 
basis and crux of everything now is the “state” cut of 
foreign policy. If we attempt to substitute for it or 
supplement it with the “class” or “national” categories, 
this, it seems to me, is the right way toward impasse, the 
more so under conditions where mistakes in policy could 
mean not simply defeat but perdition, catastrophe. 


If the state is capable of adequately representing to the 
proper extent the country’s interests, its foreign policy 
could and should contribute to the burgeoning of all the 
nations populating it. Otherwise, as already said. the 
manifestation of centrifugal trends is inevitable. Consid- 
eration of the actual geopolitical situation and emer- 
gence from the position which took shape in the postwar 
years. where, essentially as a result of the so-called class 
nature of our foreign policy we encountered a powerful 
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coalition of states, and one “formed,” however paradox- 
ically, largely by ourselves—in East and West—these are 
the immense tasks which confront us. And we must 
exercise propaganda of socialism primarily by our own 
example and permanent policy of a strengthening of 
stability in the world. 


Obviously, precise determination of foreign policy pri- 
Orities, the reality of threats and the nature of the blocs 
and associations opposed to us proceeding from the 
fundamental, long-term interests of the state—this is the 
sole path capable of leading us toward positive results 
and easing the burden of unnecessary and excessive 
confrontation “all along the line”. I have to say that our 
new concept of security is geared to this also. Our state is 
a very complex organism, and in today’s world this 
complexity should be taken into consideration to the full 
extent in foreign policy. It is now difficult to agree fully 
with Gladstone, who said that “there are no permanent 
friends, there are only permanent interests.” It might, 
probably, be very important to mention that not only are 
there not now permanent friends but permanent enemies 
also. In turn, a country’s interests could change also, and 
appreciably, what is more, but one thing should be 
permanent—the fullest possible consideration of the 
objective situation—foreign and domestic—determining 
these interests at this stage of historical development or 
the other. It is a question of perestroyka in foreign 
policy, and its successes or failures on the one hand will 
largely depend on the state of affairs in the domestic 
policy sphere and, on the other, without success, without 
a decisive change in the situation outside, it will be 
difficult to look for success within. Thus this now means 
not simply two sides of the same coin, it means, rather, 
two directions, of equal significance, most likely, in the 
process of the emphatic renewal of all aspects of life 
which has begun in our country. 


Candidate of Historical Sciences |. Shadrina. It so hap- 
pened that there appeared in the press practically simul- 
taneously two articles—one by E.A. Pozdnyakov in 
MEMO No 5 and the other by a scholar whose works |! 
value highly, L.N. Gumilev. | refer to his article in the 
April supplement of the journal ZNAMYA entitled 
“Biography of a Scientific Theory or an Auto-Obituary”. 
Despite the fact that Professor Gumilev has for many 
years, with forced interruptions, been studying the prob- 
lem of the development of ethnic groups (and each 
person is a member of an ethnic group), that is, a subject 
very far removed, seemingly, from the sphere of inter- 
State interests, his theory of ethnogenesis is closely 
connected with the problem being studied today and 
enables us to expand appreciably and increase our 
knowledge of the phenomena of international life in 
general and the relationship of national, state and class 
interests in particular. 


Being a convinced supporter of the natural-science 
approach to history, | am profoundly convinced that we 
will in the future be able to analyze and forecast compe- 
tently and in depth the phenomena of international life 


only on condition of us appreciating in practice and 
comnetnely Ge guest mane gunna a> sean © 
Marx and F. Engels to the effect that the history of nature 
and the history of people are mutually dependent. Yet, 
guided by the imperative of the socium, our historical 
science has for many decades explained historical phe- 

nomena, including the policy of the state, basically fror 


But people make history. People, however, the species of 
Homo sapiens, regardless of the sociopolitical formation 
to which they belong, remain members of an ethnic 
group, creatures which are also a part of the biosphere of 
planet Earth and the vectors, according to Vernadskiy, of 
the biochemical energy of the living substance of the 
biosphere. Whence it follows that people are the off- 
spring not only of social relations but also the terrestrial 
biosphere. Human populations are linked with their 
habitat. Natural phenomena are explained by natural 
causes. When attempts have been made to interpret the 
development of ethnic groups (and how can the problem 
of the nation or the state be examined without ethnic 
groups”) only and exclusively via social laws of the 
development of society, this has frequently led to absur- 
dity. It is well known that national liberation movements 
are not unequivocally connected merely with social 
conflicts within the framework of some country: the 
roots of many of them lie in ethnic phenomena. And | 
believe in general that the theory of ethnogenesis is of 
extraordinarily great significance not only for an under- 
standing of the processes occurring in the developing 
countries but also for an understanding and the imple- 
mentation of such concepts as the common European 
home. The laws of the development of ethnic groups are 
an objective reality existing outside of us and apart from 
us. This cannot fail to make its mark on the interests of 
the state also. 


Nor is there any doubt that, however great the signifi- 
cance of the external environment, the tremendous 
importance of the inner, socially and biologically deter- 
mined spiritual environment of the human personality 
cannot be underestimated. This problem is of truly 
global significance for it concerns not only the intellec- 
tual and emotional ion of a person indi- 
vidually but encompasses all forms of relations with his 
kind, from the family, all phases of the development of 
human communities and all gradations of social levels— 
classes, nations, states—through mankind as a whole. 


Our political science—and not only ours—has long 
regarded and essentially continues to regard interstate 
relations in separation from man. But this separation in 
research is itself a result and consequence of man’s 
estrangement from interstate relations in reality. Is this 
not why today the question of the democratization and 
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humanization of international relations, the mutual link- 
age of national and class interests and those common to 
all mankind and the priority of the latter is so serious? 


Doctor of Historical Sciences Ya. Etingez. The question 
of the relationship of national and state interests is of 
theoretical and practical importance. When we speak of 
national interests, we need to make a distinction between 
national interests in nationally and ethnically homoge- 
nous states and such in polyethnic, multinational states. 
to which the majority of Asian and African countries 


pertain. 


The very concept “national interests” is an objective, 
historically evolved concept which emerged as the result 
of the interaction of a whole number of factors. They 
include the location of the given ethnic 
group, its numbers, relations with neighboring national 


’ and ethnic communities and cultural and religious tra- 


ditions and singularities. 


State interests, in my view, are to a considerable extent a 
subjective concept connected with this understanding 
and interpretation or the other of national interests by 
the political forces in power reflecting the interests of 
this social stratum or the other. Sometimes state interests 
coincide with national interests, sometimes not. This is 
true in cases where we encounter multinational states. 
Thus the state interests of the Austro-Hungarian Empire 
embodied in the political course of the Habsburgs in no 
way coincided with the national interests of the Czechs, 
Slovaks, Poles, Croats and other peoples which were 
under the domination of this monarchy and which 
aspired to its elimination and the creation of their own 
independent national states. And the latter, formed after 
WWI, undoubtedly reflected their peoples’ national 
interests. 


In Africa, for example, the nature of statchood created as 
a result of the collapse of a colonial empire after WWII 
has been of a fundamentally different nature. African 
colonies became independent states within the frame- 


African countries is based not on a common national- 
ethnic foundation, as in Europe, but on an exclusively 
territorial foundation determined by the configuration 
of territory at the time of colonial domination. Truc, a 
kind of per<country “nationalism” endeavoring to 
absorb and dissolve the national consciousness of the 
numerous national and ethnic groups which have found 
themselves incorporated within these states has begun to 
take shape in these states in several recent decades. Here 
is the main cause of the numerous internal conflicts 
which have taken place or are taking place in many 
African countries (Nigeria, Zaire, Zimbabwe, Angola. 
Chad, Ethiopia, Kenya and so forth), in which the 
national interests of individual ethnic groups in no way 
coincide with the state interests of the political forces in 


power. Sri Lanka is a typical example in Asia. It is 
difficult, of course, Seonenientnaatindieninnnaet 
building in many developing countries, but there can 


hardly be any doubt that this is a most acute problem of 
their development. 


This may sometimes border even on some mystical 
“eternal nation™ idea, on, as de Gaulle, for example, 
said, “the idea of a certain France” irrespective of 
specific generations of Frenchmen. 


It 1s possible generally from this viewpoir.. to determine 
the extent to which this foreign policy action or the other 
of a government corresponds to national interests. For 
example, an outlet to the Baltic was a vital necessity for 
the Russian nation, and this was understood by Ivan the 
Terrible and recognized even more by Peter the Great. 
On the other hand, possession of the Bosphorus and the 
Dardanelles was not obligatory from the viewpoint of 
Russia's national interesis—the idea was a contrived, 
great-power notion. The entry of Italy and Japan into 
WWII did not correspond to national interests: both 
states could have lived and successfully developed per- 
fectly well without the territories whose capture was the 
purpose of the said actions. But the war with Finland in 
1939 could, perhaps, have been justified from the view- 
point of the USSR’s national interests—it was necessary 
in anticipation of a big war with Germany to push back 
the border away from Leningrad and save the second 
capital of the state. This could not, however, be said 
about the commitment of our forces to Afghanistan: the 
USSR’s national interests would not suffer whatever the 
government in Kabul. 


There are also imaginary national interests, when an idea 
becomes a national myth and takes possession of peo- 
ple’s minds, and proving this “imaginariness™ to them is 
impossible. Argentina and the Falklands (Malvinas) are 
an example. From the viewpoint of both security and 
economic and cultural development Argentina could 
exist without the Malvinas, but Argentinians have been 
accustomed to think otherwise. One further example: 
Sukarno at one time put forward the slogan “Crush 
Malaysia,” showing that as long as this “neocolonial 
formation” existed, Indonesia could not live and 
breathe. This was a fraudulent idea, an artificially 











fascist party in Rome and the militarist clique in Tokyo 
evidently believed that in the interests of a 
of their positions, the establishment of their authority 


7 
: 
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the criterion? These questions are far from developed. 


As far as class interests and their role in a state's foreign 
policy are concerned, the opinion that everything is 
determined by the economically predominant class is 


merely one “pressure group,” albeit the most influential. 
It is primitive to think that “Wall Street decides, and the 
White House and the Capitol merely rubber-stamp these 
decisions”. Nor, incidentally, do | agree with the opinion 
that the most important and wealthiest strata of the 
bourgeoisie are necessarily the most reactionary, belli- 
cose, anti-Soviet and so forth. 


are more diverse in terms of political organization, 
national traditions and level of general culture than ever 
before in the history of mankind. And it has become 
exceptionally difficult to trace common regularities in 
the formation of their foreign policy. In some countrics 


a group of persons or an individual: primarily their own. 
most likely. plus the interests of their immediate support 


arbitrarily even—to an extent, furthermore, where it 1s 
no longer possible to speak of the expression of these 
interests in any rational sense of the word. What national 
interests, for example, were expressed by Iran's war 
against Iraq? On the contrary, it was against all these 
interests. We may speak here of the personal ambitions 
of a leader, of the irrational plans of a ruling group 
attempting by war either to strengihen its power over the 
country or realize a Shi'ite Islamic revolution on a 
pan-Muslim scale. 


Further, it would seem that, as a whole—in an as yet 
nebulous. but distinguishable form—some progressive 
dynamics, namely. an increasingly significant orienta- 
tron toward cooperation and good-neighborly coexist- 
ence with other countries, may be traced in the shaping 
of foreign policy. If the general picture of world politics 
18 traced at considerable length, it 1s revealed that it has 
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exctusrve charge merely of some professsionals—in thrs 
case, as expenence shows, they frequently become a 


ay Marx and F. Engels, “Works,” vol 25. pt Il, pp 457. 
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in Modern Society: More Universal 
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MEZHDUNARODNYYE OTNOSHENIYA in Russian 
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[Roundtable discussion: “The Social Nature and Func- 


being now to extend the analysis of this social phenom- 
enon and discover im it :\0t only that which 1s individual 
and particular but also its gencral properties. Whence the 
the bounds of Soviet society but for attempting to find 


' 
| 


power. that 1s. as the generality of the machinery of state. 


Although bureaucracy’s links with social production 
have been well studied since the war. the results of such 
studies have not appreciably influenced the undersiand- 
inn , 
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spheres of the economy. it 1s thereby involved not only im 
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of the two types of general private ownership or of the 
general form of private ownership and the specific form 
thereof represented by capital (private ownership, 
chiefly). 


Each of the main types of statocracy is realized in a 
number of varieties. Thus partial statocracy appears in 
several combinations, in which it either dominates var- 
ious factions of the bourgeoisie (Italy, France) or is 
equi-positioned with them (the United States) or even 
derives from them (Great Britain of the 1970's and 
1980's). As we can see, these varieties do not have 
precise temporal and spatial boundaries, which is condi- 
tioned by the specifics of the mechanism determining the 
primacy of noneconomic elements of the production 
relations. Owing to this particularity, the formation of 
this type of statocracy is of a fundamentally probabilistic 
nature, which is expressed in the diversity and interre- 
versibility of its varieties. 


Also variable is absolute statocracy, but it is, nonethe- 
less, less diverse inasmuch as the determining role of 
noneconomic elements is manifested in stricter form 
here. Two main varieties of this type—“crude-commu- 
nist” and market or NEP statocracy—may be distin- 
guished. In the first of them economic relations are 
nothing more than the economic realization of power 
relations; in the second they possess their own autono- 
mous logic, although the principle of the primacy of 
policy (extra-economic relations or the superstructure) is 
preserved here also. In both varieties social relations are 
of a domination-subordination nature, but in the first 
case they have been reduced to forms of the personal 
dependence of the producers. These differences in the 
structure of absolute statocracy are born of many factors, 
including those connected with the overall level of devel- 
opment, degree of prevalence of commodity relations, 
incorporation in world relations, traditions of statehood 
and so forth. However, the mode of genesis, differences 
in the depth of the severance from capital and the apical 
Or mass nature of this severance are evidently the main 
differentiating factor. In this respect both varieties of 
absolute statocracy seem equi-positioned, and not stadi- 
ally-consecutive, varieties. 


In this context Stalinism would seem to me not only an 
individual but also particular instance of the “crude- 
communist” variety of absolute statocracy. It was char- 
acterized by crude forms of domination-subordination 
reduced to the level of the personal dependence of the 
producers and the almost caste isolation of the statocracy 
itself (party list, ganbu); total subordination of the econ- 
omy to command relations, and in the structure of the 
Statocracy, the absolute hegemony of the politicians; a 
religion-like form of ideology (cult of personality). 
Stalinism in this interpretation is a specific form of 
genesis of “crude communism,” but this variety of 
Statocracy may in its complete form exist without the 
rg of Stalinism also (Soviet society of the 1950's- 
1970's). 


So statocracy is a phenomenon which is coming into 
being universally and synchronously and possessing a 
general nature, which is realized in the most consistent 
form in the absolute statocracy of the “crude-commu- 
nist” model. This specific embodiment of generality is 
brought about by the fact that “crude communism”— 
according to K. Marx—is the completion of the general- 
ity of private ownership and a form of its manifestion, 
when the first positive abolition of private ownership is 
nothing other than a form of manifestation of the 
vileness of private ownership.'' The generality of the 
formation of statocracy here is manifested as a kind of 
iron law, whereas in Western societies the same general 
regularity is of a probabilistic nature. In my view, this 
difference in modes of realization does not undermine 
the status of the generality of statocracy, although it is 
more correct to speak of the generality of the principles of 
its structuring on whose basis the various structural 
formations take shape. 


The generality of statocracy is manifested also, in my 
view, in the fact that it has essentially become the main 
social force of our era, having replaced the proletariat 
both in its function of antagonist of the bourgeoisie 
(relying on the former to a certain extent in relations 
with the bourgeoisie) and in the function of agent of the 
socialist state. This dual substitution testifies that this 
community belongs to the bourgeois period of world 
history, more precisely, to the phase thereof in which the 
capitalist and bourgeois structures exist alongside non- 
Capitalist structures (general private ownership) and 
nonbourgeois structures (statocracy), although these 
alternatives to capital remain formal. 


The historical prospects of statocracy depend on the 
consequences of the S&T revolution, the mutual rela- 
tions of the world systems and internationalization and 
globalization processes. Under the conditions of the 
development of the S&T revolution in the developed 
capitalist societies the state continues to preserve its role 
in the most important spheres of social production, 
which signifies also preservation of the basis of the 
existence of statocracy as a primary community, 
although its influence is in relative decline in the struc- 
ture of state power. Absolute statocracy enlisted in the 
process of the S&T revolution has a tendency to restruc- 
ture itself from “crude-communist” and “despotic”'? 
into market and democratic statocracy. Statocracy will 
not, however, quit the historical scene as long as the basis 
of alienation is preserved and socialization is realized via 
statization. In the process of internationalization supra- 
national and—in the future—world forms of statocracy 
are emerging, and the basic types thereof are becoming 
interconnected and interdependent. Thanks to the 
“genuine assimilation of private property”'’ by “crude- 
communist” statocracy, its relations with partial statoc- 
racy are losing the nature of polarity. The opposition of 
the two forms of general private ownership and general 
private ownership and capital is not removed but becom- 
ing relative and is therefore losing its absolute and 
antagonistic nature. This is being stimulated by the 
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formation of a global community, the solution of whose 
problems (survival, the environment, resources) will not 
only increasingly mediate and condition the relations of 
the two basic types of statocracy but also make these 
relations mutually essential. 


Adequacy of Class Theory (A. Migranyan) 


The most important thing for me is to answer the 
question: can we understand the phenomenon of bureau- 
cracy in isolation from the broader, specifically, political 
context? In the light of this I would like to examine M. 
Cheshkov’s propositions in inseparable connection with 
the ideas of two other Soviet scholars—S. Andreyev and 
L. Karpinskiy. The ideas of the first concerning the 
bureaucracy as a special class, and of the second, con- 
cerning the bureaucrat’s conversion of his place in the 
official hierarchy into private property, echo and rein- 
force M. Cheshkov’s central proposition concerning the 
formation of some statocracy, which combines within it 
the characteristics of bureaucracy supplied by both S. 
Andreyev'* and L. Karpinskiy. Being the dominating 
class, the statocracy has undivided command of its two 
inherent key functions—administration and owner- 
ship—which in unseparated form are present at each 
level of the statocratic hierarchy. 


It seems to me that all three approaches, which may be 
seen as a single whole, are developing within the frame- 
work of Marxist oversimplification and, instead of the 
elucidation of questions connected with the bureaucracy, 
lead away from constructive solutions. The entire fervor 
of both the supporters and opponents of this approach is 
developing into an argument about whether the bureau- 
cracy has all the characteristics of a class or whether the 
place occupied by a government official is his private 
property. Although some external characteristics are 
reason to consider that the government official belongs 
to a special class and is the proprietor of his office, such 
categorical conclusions, however, greatly oversimplify 
the actual picture, in my view. If it is acknowledged that 
the bureaucracy is a class, in which both the bookkeeper 
from the bakery and the minister are united, we would 
have to agree with St Simon that the industrials are a 
common class, which incorporates workers, bankers and 
tradesmen, that is, practically all those employed in the 
national economy, as is still done in the West by the 
supporters of a boundlessly expansive interpretation of 
the limits of the working class. The nature of the rela- 
tions between the government official and his office 
really do have a certain similarity with the relationship 
between the proprietor and his property, but such an 
approach is very vulnerable since we know that private 
property and possession of this property presuppose a 
number of dimensions which are lacking in government 
official-office relations. It is perfectly obvious that the 
relations between the government official and the place 
which he occupies are far more complex than the atti- 
tude of the individual toward his property. Even if it is 
assumed that the assertions of S. Andreyev and L. 


Karpinskiy are correct, even in this case our understand- 
ing of bureaucracy does not become clearer but is 
obscured rather even more. For this reason there is 
nothing surprising in the fact that by sticking to this path 
and bringing this approach to bureaucracy to its logical 
conclusion, that is, reducing the content of this concept 
to the general class (or class-like) category of “statoc- 
racy,” M. Cheshkov has completely confused the prob- 
lem. 


It seems to me that the main weakness of all three studies 
is that they view the bureaucracy and its role and 
functions by abstracting themselves from the political 
regime. As a result, analyzing it from within and noting 
certain particularities, they are not in a position to fit 
this phenomenon into the context of society and the 
political system. Yet any phenomenon, and such an 
intricate one as the bureaucracy, what is more, may be 
comprehended only given the combination of the anal- 
ysis of the given phenomenon in itself with an analysis of 
it as a component of a particular metasystem, in this 
case, of the political regime within which not individual 
features but the totality of characteristics of the bureau- 
cracy is revealed in complex and manifold interactions. 


Such are certain procedural miscalculations which led, in 
my Opinion, to a diminished concept of the bureaucracy, 
which has been reduced to a statocracy. I shall now speak 
about the content aspect and the exegetical force of this 


concept. 


I failed to detect primarily in M. Cheshkov’s construc- 
tions differences between the statocracy and a totalitar- 
ian political regime, despite the efforts he made to 
typologize varieties of statocracy. For this reason, evi- 
dently, the characterization of statocracy was narrower 
than that of bureaucracy. This is easily explained: the 
first we encounter in its essential manifestations only in 
purely totalitarian systems, the second, on the other 
hand, is an inalienable attribute of any developed social 
system. 


It follows from what has been said that statocracy cannot 
serve as an “ideal” type for an analysis of bureaucracy in 
countries with different political regimes. It is for this 
reason that M. Cheshkov's analysis of statocracy with 
reference to developed industrial countries of the West 
does not appear convincing since the features character- 
istic of bureaucracy differ qualitatively in this case from 
the “ideal” type of statocracy. No essential characteriza- 
tion of statocracy corresponds to the ideal characteriza- 
tions of bureaucracy in the West. And this is a merit not 
of Western bureaucracy itself but of the political regime, 
which prevents it becoming a statocracy. 


And the final thing which I would like to say about M. 
Cheshkov’s concept. Bureaucracy permeates not only 
State institutions but also the sphere of business and 
social and cultural life in the West. In this light not only 
is it not justified, it is simply not correct to reduce 
bureaucracy to statocracy, thereby narrowing the sphere 











JPRS-UWE-89-007 
13 May 1989 


of its manifestation. It was not fortuitous, and M. 
Cheshkov is well aware of this, that the first serious 
studies pertaining to the theory of bureaucracy of the 
20th century had as their subject not state institutions 
but the new mass democratic organizations such as 
parties, unions and so forth. These studies afforded an 
opportunity for formulating a number of universal laws 
explaining the functioning of large organizations. 


Thus bureaucracy is not reduced to statocracy inasmuch 
as it is broader, both it itself with its problems and the 
theory of bureaucracy are part of organization theory, 
within whose framework complex problems of relations 
in macrosocial institutions are examined. 


I shall now attempt to formulate my own vision of the 
problem of bureaucracy both as a whole and in the 
context of this political regime or the other. It seems to 
me that M. Weber's theory of bureaucracy may even now 
serve as the nucleus of constructing an “ideal” type of 
bureaucracy. In our day also three main forms of ratio- 
nalization may in this type or the other be discovered in 
the activity of almost ail organizations in various parts of 
the world. These are magic routinization, traditional 
routinization and rational routinization. 


Taking Weber's “ideal” type as the basis for an under- 
standing of the principles of the organization and the 
functioning of modern bureaucracies, | believe it neces- 
sary to expand it by way of the introduction to it not only 
of the positive but also negative properties of bureau- 
cracy. In his “ideal” type M. Weber detached many 
negative features typical of bureaucracy which, he 
believed, did not characterize its essence. For this reason 
they were left outside of the “ideal” type. He stressed 
such strong aspects of rational bureaucracy as expert 
preparation, competence and the formal decision- 
making procedure whereby bureaucrats are guided by a 
system of abstract rules, applying them precisely to 
individual instances. In other words, it was a question of 
the bureaucracy's absolute impartiality and promotion 
up the career ladder in accordance with the level of 
competence and knowledge, which provides for a certain 
loyalty and devotion to the organization, of efficiency in 
decision-making and so forth. Such rational routiniza- 
tion, according to Weber, ideally corresponded to the 
aims of dynamic industrial societies with democratic 
institutions of power. However, he overlooked other 
features of bureaucracy which are also immanenily 
inherent in it and which could be realized, if the condi- 
tions are created for this. Subsequent studies of this 
phenomenon revealed the other face of bureaucracy. 
Numerous sociological studies showed that the function- 
ing of a bureaucracy presupposes a whole group of 
informal values and rules (although M. Weber believed 
that its activity was characterized by formalized imper- 
sonality), an informal power hierarchy and an informal 
power struggle. It became clear that the bureaucracy was 
involved also in the sphere of informal relations with 


interest groups, and this expanded the sphere of the 
adoption of the most important decisions by nonpoliti- 
cal methods, in circumvention of the public. 


As the bureaucracy grew, the main merit of the bureau- 
cratic mode of the organization of work—its efficiency— 
was jeopardized. The trend toward duplication by vari- 
ous bodies and officials of identical work derided in 
Parkinson's works is particularly indicative in this 
respect. We may note also in the same category of 


the formation of a bureaucracy and the promotion of its 
representatives up the career ladder which existed orig- 
inally is becoming increasingly degraded also. Current 
information testifies that appointments and promotion 
up the bureaucratic ladder are effected not per the 
criterion of level of learning and other objective indica- 
tors, not in accordance with a universal procedure, but 
rather in accordance with the principle of personal 
devotion to higher authorities. 


In addition, it should be noted thai an immanent con- 
tradiction has been made the basis of the organization 
and functioning of a bureaucracy: on the one hand an 
endeavor to coordinate the activity of various compo- 
nents, on the other, the need need to afford scope for 
initiative. As a prominent contemporary investigator of 
the bureaucracy, E. Etzioni-Halevy, observes,'* the 
bureaucracy is confronted by a dilemma: the absence of 
a hierarchy leads to a lack of coordination, too strict a 
hierarchy entails a loss of efficiency. If all members of 
the organization adopt rational decisions independently 
of one another, their work is beyond coordination. The 
system of rules and instructions and also the hierarchy of 
control are intended within the framework of bureau- 
cratic organizations, first, to limit the possibilities of 
individual bureaucrats adopting rational decisions and, 
second, routinizing this process. It is no accident, there- 
fore, that even an intelligent initiative, if contrary to the 
system of fundamental rules of the functioning of the 
bureaucracy, is incompatible with bureaucratic organi- 
zation, where the task of all employees amounts to strict 
compliance with prescribed rules. 


lt was this feature of rational bureaucracy which 
afforded the well-known American economist and soci- 
ologist T. Veblen grounds for calling bureaucrats 
“trained ignoramuses™. Accustomed to a particular 
method of applying their knowledge and to routine and 
cliche. bureaucrats are helpicss when they encounter real 
problems of social life not susceptible to solution on the 
basis of prescribed rules known in advance. 


if we expand the “ideal™ type of M. Weber's bureaucracy 
and incorporate therein also negative fcatures of bureau- 
cracy. which, as research has shown, are not a sum total 
of incidental components but immanently inherent in 
any organization, such an “ideal” type could be univer- 
sal and capable of explaining the manifestation of all 
essential features and singularities of the functioning of 











. even given the relative indepen- 
dence of the mass media, the bureaucracy, although 
manifesting its negative aspects, is forced, however. 
being under democratic control, to take stock 
of the demands made on it, which prevents it becoming 
an unchecked boss in society. 


Given a totalitarian regime, when the sphere of public 
power is lacking and, consequently, there is no conflict 
between the sphere of democracy and the bureaucracy, 
between politicians and the bureaucracy, and when inde- 
pendent mass media are lacking, the bureaucracy 
acquires all the features which M. Cheshkov revealed 
therein in describing a statocracy. Thus the statocracy 1s 
a particular instance of bureaucracy. The statocracy is 
bureaucratic omnipotence under the conditions of a 
totalitarian regime. Given an authoritarian regime (in 
societies in which there 1s such a political regime there 1s 
a relatively broad sphere in economic and intellectual 
life not regulated by the state), the bureaucracy, while 
displaying many of its negative features, 1s nonetheless 
far removed from omnipotence and complete license. It 
is to some extent under the control of the public and the 
organs of authoritarian power. 

In conclusion | wish once again to call attention to the 
fact that immanently inherent in a bureaucracy is a set of 
positive and negative characteristics, that bureaucracy 
cannot be understood from bureaucracy itself since this 
feature of bureaucracy or the other depends to a greater 
or lesser extent on the political regime and that struggic 
against bureaucracy and its omnipotence means struggic 
against the political regimes which contribute to the 
manifestation only of a bureaucracy's negative features. 
In short, the nature of a bureaucracy derives from the 
political regime, and in order to change it it 1s necessary 
to change the nature of the political regime in a country. 


Specifics of Bureaucracy in Western Countries (S. 
Peregudoy) 


It would seem to me that the attempt contained im the 
preceding speeches to ascertain the common features 





and trends of the evolution of bureaucracy in various 


ical of it in cach of these parts, is perfecily justified. It 


evolution. Among the most essential features character- 
istic of the development of Western bureaucracy | would 
note primarily the trends toward professionalization and 


the expansion of state intervention in the socioeconomic 
sphere and with the need to have for this competent 
specialists in the sphere of the economy. Statistics, soci 


designed to enhance the role of specialists and, on the 
contrary, reduce the role of “dilettantes™ in the machin- 
ery of state from, as a rule, prestigious universities, 
primarily Oxford and Cambridge. was carried out at the 
end of the 1960's in Great Britain. for example. for the 
purpose of the speedier realization of such changes. This 
reform produced little in the way of direct results, but 11 
contributed to an acceleration of the processes of the 
specialization and professionalization of the “civil 
service”. Studies which have been conducted testify that 
similar trends have been and continue to be observed in 


all other developed capitalist countries. 


Connected with the question of specialization and pro- 
fesssonalization 1s that of the competence of the burcau- 
cracy. but connected, it would seem to me. not directly 
since nol every specialization automatically leads to 
increased competence. the reverse being the case also— 
and not that infrequently ether, When a specialist on this 
office or the other begins, referring to his professional 
competence. to give orders pertaining to a broad range of 
issucs to a multitude of organizations. establishments 
and cconomic units im his “charge” of under his 
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under the conditions of the sharply expanded regulatory 
functions of the state had increased bureaucratization in 
some respects even and engendered growing public dis- 
content not only with the bureaucracy as such but also 
with the political circles which had implanted and con- 
solidated it. And this despite the fact that these circles 
had in many instances endeavored to accelerate social 
progress, secing the state as a force capable of solving all 
or almost all social problems. It 1s significant that even 
some aspects of the “welfare state,” which is justifiably 
considered a most important social gain of the postwar 
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fettering the initiative of “controlied™ institu- 
tions and firms declined noticeably. 


Another, no less essential feature characteristic of 
today's Western bureaucracy is its growing politicization 
and increasingly active involvement in politics and polit- 
ical struggle. The proposition concerning the political 
neutrality of the state bureaucracy was not true even 
when it was quite strongly shielded from direct contacts 
with society and acted as an exclusive, corporate forma- 
tron exercising allegedly purely executive or expert func- 
tions. Both the decisions and recommendations which it 
prepares and its actions as executant of the statutes and 
instructions of the authorities bore and continuc to bear 
the distinct imprint of a social order emanating from the 
dominating social and political forces. Therefore in 
speaking of politicization | refer not to this general 
political role but involvement in direct porltical interac: 
tion with vanous groups and organizations of the civil 


growing polaicnation of society itself 


Like the trends in the sphere of specialization and 
professionalization traced above and the attempts of the 
dominating political forces to put the bureaucracy within 
a tighter framework and, in places, to limit this frame- 


saan aoa if only thanks to the enlist- 
ment of specialists, ceased to produce a positive effect 
and began rather to disrupt, and not strengthen, relations 
between managers and managed and to lower. and not 
raise, the level of competence of the leadership, the 
system reacted in such a way that development in this 
direction was cither abruptly limited or stopped. As soon 
as there appeared in society forces aspiring to present 
their demands to the state more assertively and deci- 
sively, pe apg bye rag bet 
kind of buffer or, 


the enlistment of the said 
Soom to es aaa nial cena, Ren te Gees 
began, thanks to this, to play a 

more direct and active political part and shed its corpo- 
rate exclusiveness made it, of course, a more substantial 
part of the political mechanism of bourgeois society and 
contributed to the growth of its political independence. 


All that has been said permits, it would seem to me, the 
conclusion that while remaining subject both to tenden- 
cies toward hypertrophied growth and to a strengthening 
of the positions of the “strong of this world,” Western 
bureaucracy may at the same time be characterized as a 
functional, “Weber” bureaucracy exercising simulia- 
neously both class and socially useful functions. Ii is a 
necessary, Organic part of the system and is conributing 
to, and not impeding, its adaptation to the changing 
conditions. 


In conclusion | would like to make an observation of a 
more general nature concerning the problem of bureau- 
cracy as a whole. The viewpoint | suggest on bureaucracy 
as a formation developing dependent on the economic 
and social relations taking shape in society infers that M. 
Cheshkov's propositions, which attempt to find a com- 
mon denominator between the bureaucracy of West and 
East, are in need of considerable adjustment. First, the 








bureaucracy also and its development and conversion 
into a functional component of the social and political 
system will reflect primarily the process of the worker's 
introduction to both property and power. In other 
words, in form these processes in the West and in our 
coun very likely coincide to a large extent, but 
deste caakah ait teliiald Casks ond content oh Gillie 


nalism. Possessing such a dual nature, the state bureav- 
cracy of the “third world” is now a particular social group. 
subject of the administration of a multistructure society 
and a force rising above it. 


The hypertrophy of the state bureaucracy in the political 
system of post-colonial developing societies has been 
caused simultancously both by common laws of the 
development of capitalism and specific features of the 
inception of national capitalism in the emergent coun- 
tries. A particular feature of its rapid ascent is the fact 
that in the developing countries the scale of the forma- 
tion of the machinery of administrative supervision and 
compulsion is, as a rule, appreciably superior to the rate 
of development of national social production. This pro- 
found contradiction is contributing to the accelerated 
degeneration of the state bureaucracy from functional to 
dysfunctional and the gradual conversion of state offi- 
cialdom from a modernizing social force into a parasit- 
ical force. 


The social character of the bureaucracy of the developing 
world continues to be influenced by many traditional 
factors which retain their effect and which are sometimes 
revived under the conditions of the transition from a 
colonial-dependent type of administration to nationally 
sovereign statehood. Traditional and semi-traditional 
leaders of the most diverse persuasions are the actual 


exponents of power and political and ideological influ- 
ence under independence conditions also. For this rea- 
son their ouster from the power system may be consid- 
ered an important component of political revolution. 
However, in the Afro-Asian countries in which the 

of revolutionary modernization have 
attempted a frontal offensive against the traditionalist 
leadership, they have suffered serious setbacks, as a rule. 
The depth of the influence of traditional managerial 
institutions on the evolution of modernizing post-colo- 
nial society is inversely proportionally dependent on the 
level of development of bureaucratic struciures. For this 
reason a particular feature of the present managerial 
situation in the majority of post-colonial societies is that 
they suffer rather from the “ t” than 
from the “overdevelopment” of rational-bureaucratic 
institutions. 


If we proceed from the basic criteria of the normal level 
of development of bureaucratic organization elaborated 
by M. Weber (highest functional and legal competence, 
structural hierarchy, regulated recruitment and promo- 
tion within the hierarchy, professional training, neces- 
sary material support and so forth), only the system of 
material support of bureaucratic officialdom, and not of 
all of it, moreover, but merely of its upper and, to a 
certain extent, middle echelons, enjoyed more or less 
adequate development at the stage of transition from 
colonial administration to nationally sovereign state- 
hood. The above-mentioned increasing discrepancy 
between the incredible swelling of the administrative- 
managerial hierarchy and the low rate of socioeconomic 
development makes the upkeep of the bureaucratic 
machinery an increasingly heavy burden, which is para- 
lyzing the modernization process to a considerable 
extent. 


The irrationalism and corruption of the neobureacracy 
of the “third world” are organically attended by an 
inferiority complex born primarily of the fact that the 
positive practical results of its functional and managerial 
activity have been characterized by highly modest and 
frequently minus indicators. In the search for a way out 
of the impasse situation (particularly under the condi- 
tions of the growth of the wave of social protest) the 
neobureaucracy, casting aside even the appearance of 
political neutralism, is openly usurping the functions of 
the ruling elite. The underdevelopment of political cul- 
ture is hereby leading esscntially to the fusion of all the 
upper echelons in a political hierarchy of the post- 
colonial society. As a result the neobureaucracy is dis- 
tancing itself even more from its principal function of 
rationalization of administration, which is intensifying 
the crisis and deformation of the post-colonial society. 


It may be considered that the dysfunctional nature and 
social parasitism of the state bureaucracy are an organic 
feature of the formation of antagonistic nationally sov- 
ereign statehood. At the same time we should not lose 
t of the rational aspects of the activity of the new 
icialdom. Since the content of its social mission is 
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ultimately determined by the nature of the political 
system, the state bureaucracy, regardless of its subjective 
aspirations, becomes an agent of national-bourgeois 
decolonization and modernization. 


The ever increasing state intervention in the socioeco- 
nomic sphere, the need to promote an increase in the 
latest productive forces and the executive machinery’'s 
active intrusion in almost all spheres of social and 
cultural building are forcing the managerial structure 
and new state bureaucracy to perform a number of 
constructive-creative functions, in which all of post- 
colonial society has a practical interest, but which corre- 
spond primarily to the aspirations of the ruling class 
coalition. In a particular situation (when class antago- 
nism has not assumed a sufficiently profound nature) the 
State neobureaucracy lays claim to the role of “supreme 
spokesman” for national interests, aspires as such to 
accomplish the mission of “social arbiter” in the multi- 
structure society and is the initiator of a kind of “man- 
agerial revolution”. The profound processes of social 
evolutior in the group of “neo-industrial countries” of 
East Asia (Singapore, South Korea, Taiwan and others) 
are notable in this respect. 


In order to accomplish the qualitative transition from a 
colonial-managerial bureaucracy to a modern executive 
system of optimum bureaucratic rationalism the rising 
neobourgeois classes and strata have sanctioned here not 
only large-scale economic transformations but also sig- 
nificant social and cultural reforms. In terms of scale and 
depth tnese transformations in the neo-industrial societ- 
ies are entirely comparable with the social upheaval 
which entailed the Meiji revolution in Japan. True, in 
the neo-industrial societies the process of qualitative 
transition from traditional (colonial-managerial) author- 
ities to a modern political system of bourgeois-state 
rationalism has occurred in the shortest possible time 
conditioned by the turbulent dynamics of the modern 
productive forces. 


The processes of the rapid formation of the neo-indus- 
trial bureaucracy provide practical answers to a number 
of debatable questions of the orientalist political science 
of the 1960's-1970's connected with an evaluation of the 
degree of autonomy of state officialdom and its role in 
the social structure of the ruling group, the command 
elite and the ruling class. The incomplete separation or, 
more precisely, the particular form of intercoupling 
between state power and state ownership in the post- 
colonial society, does not always unequivocally consol- 
date the autonomy and supraciass nature of the upper 
echelon of the state bureaucracy. Irrespective of its 
subjective aspirations, the state bureaucracy is unswerv- 
ingly involved in the class-forming process of neo-indus- 
trialism and ultimately becomes a kind of statist faction 
of the bureaucratic bourgeoisie and the entire national- 
bourgeois class. Two countermovements show through 
clearly here, what is more: on the one hand the state 
bureaucracy, merging with big capital and the TNC, 
becoming a catalyst of neo-industrial accumulation and 


expanded reproduction, on the other, the propertied 
upper stratum of national capital and even its middie 
strata constitute an important reserve of the mobility of 
the common backbone of the state bureaucracy. Conse- 
quently, neo-industrialism in the context of East Asia is 
markedly narrowing the scale of the gap between the 
ruling (political) and predominant (economic) groups 
and between the latter and the multistratapredominant 
national-bourgeois conglomerate-class. And in the field 
of vision of the researcher here comes an important 
generator of an acceleration of the circulation of capital 
under the conditions of the “neo-industrial 
focusing within it three “energy sources” in the form of 
State dirigisme, original accumulation and external 
resources of the world capitalist economy. The neo- 
industrial phenomenon provides, perhaps, the optimum 
versions of mobility in respect of the adoption of indi- 
vidual and group managerial decisions, specifically con- 
nected with the assimilation of the latest achievements 
of S&T progress, a rise, in accordance with world stan- 
dards, in the quality of export products and with an 
outlet onto new international markets. It has to be 
emphasized that the political will under the conditions of 
neo-industrialism has been, as a whole, optimally 
“coupled” with the objective processes of capitalist 
reproduction and accumulation. 


The objective requirements of the neo-industrial revolu- 
tion in Singapore, South Korea and Taiwan brought to 
the forefront of national development with exceptional 
seriousness the problem of a revolution “from above”™ in 
the broadest sense. The neo-industrializing society, bur- 
dened with centuries-old traditions of the strictest offi- 
cial hierarchy, was faced within the lifetime of one or 
two generations with creating a qualitatively new gener- 
septic he men be wchenre gpm Dy hae Ff onger ms 

ng professional knowledge of a world level but also 
ped of skillfully, opportunely and flexibly applying it 
in practice. This “managers’ revolution™ required of the 
authorities of the “neo-industrial countries” a funda- 
mental restructuring (in the direction of Westernization) 
of the entire system of national education and the 
Organization of the mass training and industrial proba- 
tion of specialists in developed Western countries. An 
even more complex task was tackled in the sphere of 
socio-psychological reorientation. The neo-industrial 
revolution, that is, the assimilation of the latest methods 
of the organization not only of large-scale but also 
mid-scale production, was unthinkable without the fun- 
damental demolition of the archaic ideas concerning 
State and private enterprise and interaction between 
patron and client and without movement beyond the 
confines of the traditionalist social hierarchy. 


Neo-indusirial processes brought about the need for a 
measured “liberalization” of the very process of social 
mobility of state officiaidom and the technobureaucracy,. 
which frequently assumed highly painful forms. Thus in 
South Korea the transition from colonial to national 
administration orginally not only did not case the 
centralist-burcaucratic trends but, on the contrary, 
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intensified them. Bourgeois liberalization affected par- 
ticularly the principles and sources of formation of the 
new bureaucracy. The material of random sociological 
surveys leaves no doubt that the career of a state official 
or technocrat in the business sphere is considered the 

most acceptable among people from middie-proprictor 
souk and tieateeien ane this to ehdantinde expand 
ing the social and socio-psychological prerequisites of 
the particular stability of the bureaucratic hierarchy. 


In the search for the most efficient means of state- 
Capitalist and private-capitalist management the ruling 
circles of the “neo-industrial countries” are turning 
increasingly extensively to political and ideological sym- 
bols. Whence the myths concerning the “state of univer- 
sal prosperity,” “national harmony” and “new national- 
ism™ based on traditional values in South Korea; and the 
“social prosperity,” “new national community,” “global 
city,” “second technological revolution” and “superelite 
equal opportunity community” concepts in Singapore. 
The persistent ideologization of state officialdom and 
management based on symbiotic neo-industrial symbols 
(new nationalism, traditionalism and Westernism) is 
consolidating the social status of the neo-bureaucracy as 
a special privileged caste of the post-colonial socicty 
pulled into the global processes of the S&T revolution. 
Tight family-oligarchical clans jealously protecting their 
privileged social status continue to perform the key role 
in the upper echelon of techno-bureaucratic administra- 
tion, which objectively corresponds to the class nature of 
authoritarian power, but 1s impeding the development of 
the modernizing potential of neo-industrialism. 


So the administrative-managerial bureaucracy of the 
East Asian countries, qualitatively renewed by the 
dynamic processes of neo-industrialism, brings us back 
to Weber's opinions concerning the “rational bureau- 
cracy”. The growing significance of the “intellectual 
potential”"—primarily the level of professional training 
of the personnel and the continuous intensification of 
their capacity for optimally rational self-organization— 
testifies to the unexhausted nature of this approach. 


Al the same time the neo-bureaucracy of the developing 
countries 1s qualitatively different from its social analogy 
which emerged at the dawn of the capitalist era in West 
Europe. The neo-industrial state bureaucracy proclaims 
itself the “social vanguard” of opposition to all irrational 
forces of social progress and hereby lays claim to a 
monopoly not only of power action but of human 
thought itself. It 1s hereby driving to the limit (particu- 
larly under the conditions of the influence of the tradi- 
tions of oriental despotism) alienation between manag- 
ers and managed and becoming a _ kind of 
“ultrabureaucracy™ of the end of the 20th century. 


Critical use of Weber's rational bureaucracy concept 
markedly expands the Marxist analysis of the genesis and 
evolution of the bureaucracy of the developing world 
inasmuch it is a question of processes of the birth of a 
post-colonial civil society and the genesis of a managerial 





structure of the nationally sovereign type. Of course, 
what I mean is not a rectilinear and frontal superimpo- 
sition of M. Weber's ideas concerning bureaucratic ratio- 
nalism formulaied on the basis of West European mate- 
rial on the reality of the “third world” but a kind of 
symbiosis of cultural and political traditions and the 
political culture of East and West. Right until recently 
such a symbiosis appeared highly problematical. But the 
expenence of forced decolonization and modernization 
in the group of Asian “neo-industrializing countries” 
demonstrates precisely a symbiotic orientally western 
model of political modernization. Inasmuch as the most 
significant potentialities of socioeconomic transforma- 
tion and modernization are revealing themselves 
therein, to that extent we should anticipate its intensify- 
ing impact on the processes of evolution of the political 
culture of post-colonial societies, which are confronted 
with the task of saving hundreds of millions of people 
from degradation and ruin. 


Footnotes 


1. Which has been comprehended in full in the process of 
restructuring of the consciousness of Soviet society. 


2. See, for example, the theories of the new class, class of 
managers and the state bourgeoisie, class of intellectuals 
and others. 


3. For this reason it is important to distinguish between 
state enterprise and various forms of state regulation, 
which is frequently not taken into consideration in 
Soviet literature. 


4. K. Marx and F. Engels, “Works,” vol 25, pt I, p 484. 


5. This conclusion is based on the “Economico-Philo- 
sophical Manuscripts of 1844,” in which K. Marx not 
only criticizes wage leveling-communist views but also 
characterizes the main objective stages of the process of 
the negation of private property. 


6. The “ownership™ concept in this context 1s synony- 
mous with sum total of production relations. 


7. See K. Marx and F. Engels, “Works,” 
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8. Compare: capitalist ownership and the bourgeoisie as 
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1988 Meeting Between Bloc CP's, West European 
Secial Democrats 

18160007g Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 2, Feb 89 pp 87-92 


[Article by Aleksandr Abramovich Galkin, doctor of 
historical sciences, prorector of the CPSU Central Com- 
mittee Social Sciences Institute, and Yuriy Andreyevich 
Krasin, doctor of philosophical sciences, rector of the 
CPSU Central Committee Social Sciences Institute: 
“Toward a New Quality of Dialogue”) 


[Text] The scale of the problems which confront man- 
kind require the mobilization and unification of the 
intellectual and political potential of all social forces 
capable of contributing to their solution. A significant 
step forward on this path 1s the establishment of mutual 
understanding between the ruling communist parties 
and the social democratic movement—an influcntial 
political force of the democratic camp in capitalist 
countries. 


Efforts have long been made in this direction. The CPSU 
and the other fraternal parties of socialist countries have 
done much to remove the artificial barriers separating 
various currents in the workers movement and the 
historical accretions, false stereotypes and prejudices 
preventing constructive dialogue on problems which are 
of universal significance. Influential forces of social 
democracy aware of the historical significance of coop- 
eration are operating in a positive direction also. How- 
ever, only part of the way has been traveled. New 
initiatives are needed. It is im this context that the 
mecting held 16-18 December 1988 in the small resort 
town of Freudenberg (FRG) should be seen. In the 
course of the meeting there was a substantive exchange 
of opinions between representatives of a number of 
social democratic parties (of Austria, Denmark, Holland, 
Italy, Luxembourg, Finland, France, the FRG, Sweden 
and Switzerland) and scholars from party institutions of 
six socialist countries: Bulgaria, Hungary, the GDR. 
USSR, CSSR and Yugoslavia. 


The point of departure for the discussion was a joint 
paper compiled in 1987 by the SPD Commission for 
Basic Values and the SED Central Committee Academy 
of Social Sciences: “Level of Discussion and General 
Security”. The initiative elicited extensive positive com- 
ment, as a whole. An undoubted merit of the document 
was the fact that it clearly recorded the differences 


Al the same time, however, in the opimon of the major- 
ity of participants in the discussion—both communists 
and social democrats—rapid political development in 
the modern world has led to certain affirmations which 
were perceived as a sicp forward 18 months ago even 
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of by the founders of historical materialism as the 
consistent assimilation of the sum total of the productive 
forces developed by the capitalist mode of production. 
And in this light the true theoretical merit of Marx and 
Engels was their ability to discern in the rapid develop- 
ment of reform Russia as a capitalistically backward 
country (“there is no other country in which, despite all 
the primitive wildness of bourgeois society, in which 
capitalist parasitism is so developed”'*) a feature of 
fundamental historic novelty: backwardness as an advan- 
tage. But Russian backwardness could appear to the 
revolutionary socialist consciousness as an advantage 
only in a strictly defined sense: the undestroyed nature of 
communal collectivism with its entire complex of labor 
skills and folk customs presupposed—in principle—the 
possibility of a synthesis of this structure with the 
material and intellectual forces of the level which had 
been attained by the industrially developed West. But 
why synthesis? And what precisely was it considered 
possible here to “bypass” or “abridge”? 


It becomes apparent from the texts: “bypassing” referred 
to such an inalienable component of the historical for- 
mation of capitalism as the separation of the producers 
from the means of their production (the land, crafts 
implements and so forth), “abridging,” the school of the 
European political experience which incorporated the 
centuries-long process of the accumulation of the suffer- 
ings of the expropriated masses at one pole and the 
unprecedented concentration in the form of “capital” of 
all the material and human components of social wealth 
at the other. Indeed, as Marx informed the editor of 
“Notes From Home,” this would be, were it to become 
possible, “the best opportunity which history had ever 
afforded any people!” 


And the emergence in classical Marxism of the idea of a 
synthesis of collectivist archaics becoming a part of the 
human race's genetic code and the highest achievements 
of European industrialism is understandable in this light. 
Neither the peasant village of the Russian commune nor 
the worker cooperative nor any other archaically primi- 
tive form of production cooperation could be the imme- 
diate soil for socialist socialization on a national scale. 
And could not merely because it did not contain within 
it a source of development: precisely nondevelopment 
(Nicht-Entwicklung in the terms of “German Ideology”) 
as a fundamental feature of the inherently natural coa- 
lescence in one of the working individuals and the main 
condition of their production—the land—had been the 
reason for the astonishing stability of the forms of the 
farming community for millennia. 


A most important historical mission of West European 
capital, as Marx explains in the same letter in “Notes 
From Home,” was the fact that it provided “simulta- 
neously (my cmphasis—V.M.) the greatest boost to the 
growth of the productive forces of social labor and the 
full development of each individual producer.”'* If this 
simultancity 1s not understood literally, its intrinsic 


dialectic is such that it was the liberation of the individ- 
ual producer from the “natural” attachment to the 
archaic collective and extra-economic compulsion on the 
part of the big precapitalist and early-capitalist propri- 
etors, who had exploited the community, which was the 
social source of the very great growth of the productive 
forces of social labor as a whole. In actual history the 
progress of the freedom of man (as the producer and 
proprietor of the conditions of his existence) is insepa- 
rable from the progress of private property, as it is 
inseparable from class polarization into a minority of 
proprietors of “capitalized” social wealth free of com- 
pulsion and the masses of those “free” of property 
altogether. Bypassing the long historical period of social 
injustices born of polarization, but borrowing and assim- 
ilating the most important social fruits of European 
freedom; “reducing” the price of progress, having paid 
for it with the accelerated, revolutionary assimilation of 
the experience of one’s predecessors—this is the pro- 
found humanitarian meaning of the project for the 
“bypassing” of capitalism as it appears in the works of 
Marx and Engels. 


The negation of this project and its opposite was the 
war-communism practice, in the course of which the 
assimilation and surmounting of private ownership was 
transformed into the myth of the “socialist nature” of 
general statization, and the initial set of problems for the 
authors of the “Manifesto” of human freedom, into an 
ideological stereotype of freedom as the majority's dom- 
ination of the minority. It is very important, however 
(granted the entire depth of the current nonacceptance of 
war-communism practice), to avoid the temptation to 
depict war communism as a “distortion” and “defor- 
mation™: those speaking about deformation should, in 
keeping with this logic, declare a “distortion™ the second 
program of the Russian Communist Party (Bolshevik), 
numerous works by Lenin and the entire Russian revo- 
lution. 


The historical roots of war communism are to be found 
in the general understanding of the worldwide nature of 
its mission by which the Russian communist movement 
is successively cont ected with the European movement. 
The revolutionary spirit of the European 1848 which 
permeated “The Communist Manifesto” and the revo- 
lutionary spirit of 1917 with the practice of war commu- 
nism which grew out of it are historically close: close not 
only in perception of the universality of the liberating 
revolutionary upsurge but also in attitude toward the 
worldwide revolutionary cause as something being 
accomplished directly. The “word and deed” of the 
revolutionaries of 1917 were based on the profoundest 
conviction that the world revolution had already begun, 
that it would take place before their eyes and that the 
more radical the revolutionary Russian protest, the cas- 
ver the worldwide victory bringing liberation from 
exploitation and oppression would be come by. Univer- 
sality of the revolutionary cause and the immediate 
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practicability of the world assignment in this way—this 
was the alpha and omega of the war-communism philos- 
ophy. But what were its leading principles recorded in 
the documents of that time? 


The main (and essentially sole) driving force of socialist 
revolution was proclaimed the state of proletarian dicta- 
torship designed to accomplish a radical social revolu- 
tion by way of the extermination not only of large-scale 
Capitalist ownership but also its economic basis in the 
form of simple commodity production. Since the capi- 
talist society, divided into classes, can exist only thanks 
to “civil peace” or a certain community of interests of 
the opposed classes—a community which “has held back 
terribly the course of revolutions”—the proletarian state 
is Obliged to constantly wage “civil war’. Even more 
particularly: “proletarian revolution is... the rupture of 
civil peace—it is civil war.” 


Politics and economics in the proletarian state “must 
coalesce... in a single whole,” as a result of the merger, 
however, “state-proletarian coercion” becomes the 
determining lever of social and economic revolution. 
The coercion of the state means “economic potential” 
and the sole means of building within the framework of 
the worldwide victory of the proletariat “full stateless 
communism”. The greater the scale of the coercion 
exercised by the proletarian state here, “the fewer the 
‘costs’ of the transitional period (all other conditions 
being equal, of course), the sooner social equilibrium is 
established on a new basis and the more rapidly the 
curve of the productive forces begins to turn upward.” 


The object of compulsion on the part of the state are not 
only the major proprietors but also the mass force which 
appears in the form of the “speculative unruliness of the 
peasantry embodying small-scale property and market 
chaos.” The feeling of being a proprietor pushes the 
peasant “into the embrace of reaction” and is expressed 
“in resistance to the state grain monopoly and an aspi- 
ration to free trade, which is profiteering.” 


What confronts this chaos? The state plan of the prole- 
tariat as “socialized labor,” the total centralization of 
production, that same grain monopoly, general labor 
service and the compulsory mobilization of the popula- 
tion for unpaid work, a voucher distribution system, 
fixed prices and so forth. It is assumed that the state acts 
as “social regulator” here and that “the commodity 
becomes a product and loses its commodity nature”. The 
period of transition from capitalism to socialism is thus 
a negation of commodity and money, which, in accor- 
dance with this logic, “cease to be a universal equivalent, 
becoming the conventional... sign of product circula- 
tion.” And this entire policy, “from the viewpoint of a 
historical scale of great magnitude... is... the method of 
the cultivation of a communist mankind from human 
material of the capitalist era.”'® 


These quotations rehabilitating the logic of war commu- 
nism are taken from two books by N.I. Bukharin— 
“Theory of Proletarian Dictatorship” (1919) and 
“Economy of the Transitional Period” (1920). The latter 
was immediately upon its publication closely studied by 
V.1. Lenin, who made a high assessement of it, on the 
whole, and made numerous notes in the margins. It is 
worthwhile, I believe, dwelling specially on one of them 
referring directly to the widely-known idea of V.I. 
Lenin’s which he was to express (2 months after having 
read Bukharin’s book) at the Second Comintern Con- 
gress and which in truncated form was to become a part 
of a number of documents of the Stalin Comintern of the 
end of the 1920’s-start of the 1930's and which would 
subsequently, following an interval of a quarter of a 
century, be reproduced by N.S. Khrushchev in 1959 in 
the report at the 21st CPSU Congress. This was the idea 
concerning the possibility of the transition of backward 
countries “to a soviet system and, after certain phases of 
development, to commygism, bypassing the capitalist 
phase of development.” 


This is what Bukharin wrote: “...Colonial uprisings and 
national revolutions become a part, as an integral com- 
ponent, of the great world process, which is 
shifting the entire axis of the world economy”, the 
disintegration of capitalist production relations which 
occurs here “facilitates the victory of the proletarian 
revolution and the dictatorship of the working class.” 
Underlining Bukharin’s italics, Lenin emphasized the 
words “integral component” and noted in the margin: 
“Precisely!”'* 


This brief textological excursion shows, in my view, the 
following: the formula “toward communism, bypassing 
the capitalist phase of development,” transferred from 
“war-communism™ 1920 to 1959, made in the 1960's- 
1970's the basis of the ideas concerning a “state of 
national democracy,” “noncapitalist development” and 
“socialist orientation” and not critically reinterpreted to 
this day even—this formula is inseparable from the 
climate in which world revolution was conceived as a 
directly practical, urgent matter, and the state's coercion 
of noncapitalist petty proprictors, as the way to build 
socialism. And, correspondingly, the “bypassing” of cap- 
italism concept, as we have interpreted it as of the 
1960's, was the result of the uncritical transference of the 
philosophical ideas of the war-communism times to the 
reality of the post-colonial world. 


The stability of the views born of this period indicates 
that the above-mentioned ideas cannot be partially 
updated and adjusted, they may only be completely 
restructured. Otherwise we will be shamefacedly remov- 
ing from the “bypassing” formula the word “com- 
munism,” but continuing to regard the national libera- 
tion revolution as “inevitably” going “beyond the 
framework of capitalism™.'” We will be softening the 
proposition concerning “inevitability,” ceasing to main- 
tain that “capitalism as a system has outlived its time””° 
and leaving out the question of the socialist goals of the 
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“bypassing” and the actual political system of the so- 
called revolutionary-democratic regimes, but will be 
reiterating that the “state of national democracy” is a 
guarantee of movement “along the path of social 
progress”.*' We will be believing this state itself, if not 
the sole creator of the transition to socialism, in any 
event, an indispensable guarantor of “noncapitalism,” a 
democratic, revolutionary and progressive spirit and so 
forth (in accordance with the i ical self-assessment 
of this state and the language of the far-off war-commu- 
nism times in which we often continue to speak without 
being aware of it ourselves). And the key to a restructur- 
ing of this language and this thinking, since we are 
discussing the question of the possibility of a socialist 
orientation and socialist policy in the “third world,” is a 
fundamentally updated understanding of socialism, 
which in preliminary form and general outline V.1. Lenin 
formulates in his political testament. What he 
bequeathed appears today, in M.Ya. Gefter’s precise 
expression, as “Lenin's revolution of reforms,” as “the 
NEP alternative to October” and, in this capacity, as a 
“new world policy”.?? There is no doubt that these ideas 
of Lenin's are still to be comprehended and developed. 


With what, then, did Lenin invest the demand for a 
“fundamental change of our entire viewpoint of 
socialism”?>—a demand made at the end of his life and 
addressed not only to himself but his successors also? To 
understand this means reaching a new theoretical fron- 
tier in the analysis of the prospects of socialism for 
countries with an undeveloped economy. 


What needed “fundamental change”—reconsideration, 
restructuring—in Lenin's eyes, was the war-communism 
viewpoint of socialism, in accordance with which the 
measure of “socialistness” was assumed to be the mea- 
sure of state coercion of private interest, while socializa- 
tion of the means of production was conceived of as 
nothing other than the complete statization of the repro- 
duction process in all its phases. War communism, 
which had been nurtured by a sense of the immediate 
proximity of world revolution and which had come to 
believe in the creative mission of the centralized state 
will, turned from a utopia of worldwide social brother- 
hood in to a monstrous anti-utopia of the general aboli- 
tion of private interest. 


It 1s striking how accurately the young Marx predicted 
such a metamorphosis of immature communist aspira- 
tions. Characterizing the communism which aspires “to 
do away with all which, on a private ownership basis. 
cannot be possessed by everyone,” a “communism deny- 
ing everywhere man’s personality,” Marx wrote: “That 
this abolition of private property is by no means its 
genuine assimilation can be seen from the abstract 
negation of the whole world of culture and civilization 
and the return to the unnatural simplicity of the poor 
man without requirements, who not only has not risen 
above the level of private ownership but has not grown to 


this level even.”?* The state may arrive here “only by the 
path by which it arrives at the destruction of life, at the 
guillotine.” And Marx continued: “At moments of a 
particularly heightened sense of its power political life 
endeavors to suppress its prerequisites—the civil society 
and its components.... Bul it can achieve this only by 
coming into violent contradiction with its own living 
conditions, only by declaring the revolution to be con- 
tinuous, and for this reason the political drama just as 
necessarily ends in a restoration of religion, private 
property and all the components of the civil society as 
war ends in peace.”*° 


It is remarkable to what extent the logic of Lenin's 
change from war communism toward the NEP repro- 
duces the logic of Marx's philosophical speculation: from 
civil war to civil peace, from “the particularly height- 
ened sense of its power™ in the activity of the state to the 
restoration of the natural conditions of people's material 
life and restoration of the rights of “the whole world of 
culture and civilization” rejected in the paroxysm of war 
communism (N.1. Bukharin also arrived at this—from 
“economics of the transitional period” —at the end of his 
life: in 1936 he was to express the idea concerning “the 
restoration of mankind” on the paths of realization of a 
“general synthesis of culture™.?*) 


In the context of this fundamental revision “the fantastic 
nature of the plans of the old cooperative makers, from 
Robert Owen on,” would be revealed to Lenin by no 
means in their fantastic aspect, when an analysis of the 
possibility of “turning class enemies into class coopera- 
tors (''—V.M.) and class war into class peace (so-called 
civil peace)?’ would take pride of place for him. Lenin 
conceived of the essence of the “fundamental change” of 
the view of socialism as the practical transfer of the 
center of gravity of all socialist work from the sphere of 
politics, state power, struggle of the classes and so forth 
to “peaceful organizational ‘cultural’ work”. And within 
the framework of this transfer there were “two principal 
tasks constituting the era™: the culturing of the machin- 
ery of state, which was “good for precisely nothing,” and 
“cultural work in the peasantry, as an economic goal.””* 
The failure of the utopia of transition to a stateless 
communist system with the aid of all-embracing state 
coercion made it practically (and not speculatively) clear 
to Lenin that an attempt to “bypass” in the process of the 
socialist socialization of production such achievements 
of civilization as free labor and the free exchange of the 
products of labor would not only completely close the 
path toward a more just social system but would lead to 
the death of a civilized community. 


In the NEP future “the socialism which earlier evoked... 
derision, a smile and a dismissive attitude toward it on 
the part of people rightly convinced of the need for class 
Struggic, struggic for political power and so forth,” Lenin 
wrote, “will achieve its goal of its own accord” on 
condition that: |) the state confirms in practice the 
worker-peasant nature of its authority, regarding the 
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future of socialism from the viewpoint of a nonoppor- 


and pri ing Classes, the last of which is 
by no means to be to compulsory alteration in the 
process of transition the mult:structure social real- 


policy of the state are oriented toward the civilized 
cooperative worker as a central, key figure of the socialist 
system which 1s being created and the task with the aid of 
exchange organized in plan-based fashion of “estab- 
Shien contest betnems toun and country” grows into a 
“giant worid-historical cultural task”; 3) by the joint 
forces of the worker-peasaat inspectorate and the expo- 
nents of the old culture the mortal danger for socialism 
of the 10n of state power (a situation 
where “this machinery does not belong to us bul we 
belong to it!'") is forestalied; 4) the bourgeoisie, both 
Russian and international, is admitied “on certain con- 
ditions” to the cooperation of the two working classes.”” 


Lenin's alternative understanding of socialism thus 
holds on to the world-historical prospect of the creation 
of a new social system, but denies a world communist 
revolution as a direct act of the concentrated will of a 
revolutionary vanguard. And in this sense the progress of 
Lenin's toward the NEP is congenial to the 
movement of Marx and Engels away from the ideas of 
the “Manifesto” toward the idea of an path of 
development”. And the “abridged” path itself appears in 
Lenin's political testament as a new synthesis of produc- 
tion cooperation (the pooled free labor of independent 
producers) and the highest achievements of capitalist 
civilization in the sphere of development of the produc- 
tive forces. The possibility of this synthesis, the possibil- 
ity of “bypassing” such a prerequisite of the accumula- 
tion of social wealth as the separation of the workman 
from the objective conditions of his labor, is revealed in 
revolution, but no revolutionary change in itself guaran- 
tees progress on this path. 


IV 


So the question: “What kind of socialism?” cannot be 
avoided upon an evaluation of the prospects of a social- 
ist Orientation in the “third world”. Its very formulation 
and the search for an answer are impossible without an 
analysis of the revolutionary expenence of the pasi— 
experience which is by nature world experience and in 
this sense common to both East and West and Russia. 
But it 1s important, given this enlargement of the frame- 
work of the set of problems, not to lose the problem 
itself, and the most ical and valuable reference 
point here is Lenin's final word in the field of socialist 
theory embodied in his political testament, namely: 
socialism as a civil society with really socialized social 
relations based on the multistructural nature of modes of 
human activity. We will not find in Lenin a literal 
expression of this idea, indeed, it is rather not an idea 
but an image—one of the last images of Lenin's con- 
sciousness. And we see that such an image of socialism ts 
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and not get in the way the freedom of private 
parasitical accumulation under the roof of the “mana- 
gerial™ activity of the machinery of state, to that same 
extent we will, like Molere’s hero who spoke im prose 
without knowing it, project onto the real “third world” 
the reflected light of our own war-communism past. 


The “new-type revolution” appears as an alternative to 
the existing type only in the event of it berg recognized 
that such a revolution 1s for the developing countnes not 
in the past (as was imagined in the 1960's-1970's) but im 
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West Eurcpean Military Integration Viewed 
181600071 Moscow MIROVAYA EKONOMIKA I 


MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 2, Feb 89 pp 104-115 


[Article by Anatoliy Viktorovich Rassadin, senior scien- 
tific associate of the USSR Academy of Sciences 
IMEMO.: “West European Military Integration—Pros- 
pects and Possible Consequences™] 


[Text] Study of the current, increasingly dynamic pro- 
cesses occurring in the military sphere requires a broad 
comprehensive approach and their correlation with the 
new trends ing on a broad front the economic. 
political and social spheres of world development. As 
observed in M.S. Gorbachev's report at the 19th party 
conference, an intensification of the internationalization 
of all processes is characteristic of the increasingly inte- 
gral and interdependent world. granted all its contradic- 
toriness. 


The proposition concerning the unity and indivisibility 
ee One eee 
relationships and imterdependencies of statics and 
regions pertains equally, it would seem, to military 
activity also. For this reason it is particularly important 
when evaluating the role of the military component in 
present-day international relations to proceed not from 
evolved stereotypes but to consider the general trend of 
the internationalization of all spheres of activity. Includ- 
ing those, as it seemed cartier, of an exclusively national 
nature of its components like the military sphere. In 
other words, it is a question of development of the 
process of internationalization of the role and functions 
of military power and the system of international secu- 
rity taking shape under the new conditions. 


The abrupt political and military consolidation of the 
capitalist countnes occurred within the framework of the 
bipolar world in the postwar period. This was mani- 
fested, as is known, in the formation of the NATO bioc. 
However, this process subsequently came to be suffused 
with new content as a result of the appearance of 
multiplying objective prerequisites which brought about 
a qualitatively new level of coordination of states’ mil- 
tary and political efforts. It reflects the complex config- 
uration of the modern world, including. specifically, the 
gradual “erosion” of the bipolar structure and a consid- 
erable expansion of the geography of the active partics- 
pants in military activity 





intensive (associated with assimilation of the results of 
the S&T revolution) factors of development became 
determining such “traditional” indicators of economic 
and military power as territory with its raw material 


economy, 
exceptionally complex. sadied emanie attdaanaien, 
essentially dictates a new evaluation of the role of 
military power. It is obvious that a situation has taken 
shape whereby its direct use on some in any way signif- 
icant scale for the solution of possible international 
conflicts 1s meaningless and 1s becoming simply impos- 
sible without the danger of destruction of the founda- 
tions of mutual relations of vital importance to cach 
country.' For this reason interstate and regsonal institu- 
trons for settling political and economic problems began 
to take shape and develop. 


The internationalization of economic activity and the 


tasks is being reflected in the political sphere also. No 
accident, therefore, is the trend, which is 
increasingly distinct, toward a manifest enhancement of 
the political component in the annual meetings of the 
heads of state of the seven most developed capitalist 
countries. It has to be emphasized that the mere fact of 
the creation of such a coordinating institution of the 
leading powers (representing simultancously the “three 
power centers” also) is of extraordinarily great signifi- 
cance. 


Thus the impossibility. essentially, of a military conflict 
between the capitalist countnes 1s associated not only, as 
it has frequently been customary to believe, with the 
confrontation of the two systems in the world arena The 
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countries implemented their military preparations in 
isolation, without direct and constant cooperation at all 
Stages—from the claboration of the concepts of such 
preparations through support for the tasks of efficient 
operational interaction). 

With a varying degree of intensity integration processes 
are blazing a trail for themselves in other regions of the 
world also. However, for objective reazons their devel- 
opment, in the military sphere included, is taking place 
under conditions which are appreciably different from 
West European conditions. This is connected primarily 
with the fact that the West European region itself repre- 
world’s sole so “compact™ association of highly devel- 
oped capitalist countries is located here. In addition, it 
perceives the powerful impact of such a geopolitical 
factor as the proximity of the USSR and the other 
Warsaw Pact countries, being the center of East-West 
military confrontation. 


It 1s essential, in our view, when studying West European 
integration to clearly determine its causes and aims. As 
far as the first are concerned, we agree entirely with those 
who believe that not only economic but also political 
integration in the region was brought about by objective 
prerequisites.? However, military integration is often 
separated from the above integration into some indepen- 
dent component depending not on objective factors but 
on situational, albeit very serious, circumstances. In 
other words, it is allegedly possible, for example, to 
practice full economic integration, but separate from it 
the miulitary-ecconomic component, move gradually 
toward greater political unity, but ignore here stiil so an 
important an instrument as military policy, aspire to the 
implementation of a common SAT policy but in some 
way cut it off from RAD associated with the military 
sphere, which 1s, incidentally, becoming increasingly 
interwoven with the civil sphere. Our position, however. 
is that mulitary integration is inseparable from the gen- 
eral integration process. This will be the case as long as 
the military component 1s actually present in the system 
of international relations. 


Discussion of the aims of military integration in Europe 
merits special attention. They are interpreted here in a 
number of articles published in our press as being geared 
to a change in the balance of forces between East and 
West and, consequently, as being potentially dangerous 
for the USSR. In our view, this is incorrect. We will 
examine this problem in more detail below. It 1s expedi- 
ent here merely to note that West European integration 
is, of course, to a considerable extent also arcaction of 
countries of the region to East-West military confronta- 
tron. However, they have not played, are not now playing 
(and, what 1s most important) do not wish to play in the 
foreseeable future the part of a force capable of indepen- 
dently solving problems of global confrontation. 


In addition, an important goal of military integration in 
the region and one that 1s becoming increasingly signif- 
icant 1% securing regional “vital interests” outside of 





Europe under the conditions of the possible growth of 
instability along North-South lines in an atmosphere of a 
perfectly probable sharp lowering of the intensity of the 
confrontation along West-East lines. An example of this, 
incidentally, may be considered the concerted actions 
within the Western European Union framework of West 
European countries in the Persian Gulf. I would like to 
emphasize that they were undertaken in close interaction 
with other Western states. 


Such are some general considerations pertaining to inte- 
gration problems. 


Two constituents should conditionally be distinguished 
in the process of West European military integration. in 
our view: military-cconomic and military-political inie- 
gration (although they are closely interrelated and sub- 
ordinated to a common goal, of course). 


By military-cconomic integration in NATO's West Euro- 
pean region we mean the formation of a system of 
intercountry mutual relations which creates the neces- 
sary prerequisites for the permanently coordinated use 
of resources allocated for military needs in individual 
states of the region: the joint implementation of pro- 
grams of the development and production of arms and 
military equipment accompanied by the gradual loss by 
sectors of the military industry of their exclusively 
national nature, the construction of a common infra- 
structure; and so forth. 


This process incorporates as components a complex 
system of bi- and multilateral intercountry relations in 
various spheres of military-cconomic activity and. like 
the process of European economic integration, 1s armed 
not at the full equalization of individual-country singu- 
larities (although a certain “leveling” 1s taking place. of 
course) but at the formation of the corresponding con- 
ditions for the pursuit of a conceried long-term military- 
economic and military-technical policy. including the 
creation of a regional arms markct. 


To speak of military-political integration, it 1s cxpressed 
in an aspiration to the formulation of a common military 
policy and common regional military-strategic concepts 
and common principles of the development of the armed 
forces of the various countries and their permancni 
onentation toward intcraction of the maximum effi- 
crency based both on the growth of interdependence and 
a sharing of functions. 


The final goal of this constituent of military integration 
18 the realization of common approaches to the so-called 
“defense of the European arca™ and. correspondingly. an 
evolution of the military policy of individual countries 
which, given the preservation of a number of specific 
features, provides for their natural transition to princi- 
ples of the accomplishment of tasks at the regional level. 








concept is strengthening increasingly. The meaning 
thereof amounts, inter alia, to the need for the West 
European countries’ contribution to the bloc’s military 
preparations to be brought into line with thei powerful 
integrated economic base. Employing the NATO mech- 
anism and also considering the growing process of the 
further development of European integration in the 
nited 
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attainment of a new level in military-cconomic activity, 
which was directly reflected in the nature of intrabloc 
relations also. What it had earher been customary to call 
a “one-way street™ (in the sense of the predominant 
equipment of the allied armies with Amencan models of 
arms and military equipment), when many West Euro- 
pean states were in practice merely importers of this 
military product or technology, — 
formed into “equal” partnership relations. 


It should, however, be noted that, despite the West 
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bloc 1s in principle of a limited nature. * This 1s explained 
not only by the difference in level of SAT development. 
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increasingly distinctly recently. An cxrampic 
of thin a the devehapemes of tae OF EFA and Rafale aircraft. 
Each of them 1s being built 10 perform vanous functions 


on the purchase of the American AWACS carly warning 
and observation sysicm, which prior to this had been 
used by other countries of the region, both the Rafale 
and EFA are being built in the expectation of mteraction 
with this system. 


considerably infenor to thei competitors in the frurtful- 
ness of screntific research * The duplication in research 
efforts and thereby the of resources are lead- 
ing. specifically, to a the efficiency of their 
use and making a solution of the problem of standard- 
ization more difficult. 


Mention should also be made in thes connection of the 
fact that the Eurcka program 1s enjoying ever increasing 
. Thus 10 projects were approved im 1985. 
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The current sstuation 5 openeng the way also to realize 
von of perfectly definete posssbelstaes of a howenng of the 
level of military confrontation in Europe and the buskd- 


The integration processes in the milstary sphere in West 
Europe are on the one hand a reflection of the objective 
conditions taking shape in thrs regpon with regard for the 
sum total of polstical, economac and mulstary factors On 
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A most notable feature of the latter half of the 20h 
century has been the raped devetopment of Japan which 
has moved up among the undniputed economn and SAT 
leaders and has been able to turn into pluses virtually the 











muracte  whach to some C1icel preseppoed the promor 
dial omscrutatelety and wemagucacss of the atyen of wud) 
The reaction of Sowset Japan studecs to such m a ceriam 


i 
H 
; 

i 
lit 


| 
| 


SUMTHEHE 
iA 
THEE 
igi 
TRH 
HUET 


| 
i 
i 
i 


But thas not and textay er speak merety of amiltian 
ration process ehh 1 garneng momentum 


Together evth perptesrty famshanzation eth the works 
of representatives of the sand school leaves also a sense of 


Traesfereace of the politcal sad gregraphex al crete: of 
the érvrtepmret of miltarne from | srope to (he | aried 


i 
| 
ft 


THE 
i 
Fi, 
at 
LE 
ti 
reli 


} 
lu 
i 


E valuateng the soundness of thes rndwation | may be 
noted that « dors not cnterety fet erthen the concept of 


of social and politics! Whe Nopln ctrom of thes onda atrow 
of minarnm to Japan takes wome downg (sould wem 


mately 0405 percent) Bet m practwe cweryiheng 
sometomes prowes cas) and wrote Japan + tromendows 








JIPRS-UWE-89-007 
13 May 1989 


industnal potential 1s sdentified with military-cconomic 
potential. The absurd logic of this approach was cicarly 
shown in V. Rosin’s article.” 


“Muilitary-industrial systems, among which the main 
positions are occupied by the Mitsubishi finance-mo- 
nopoly group with its Mitsubishi (dzyukoge) and Mut- 
subish: Electric milstary-industral companies. are taking 
shape in Japan.” we read in a domestic work.’ The 
Mitsubishi group really is the principal supplier of 
Japan's National Defense Agency (NDA), and the said 
two companies account for 30 to 40 percent of the value 
of ali military contracts. Al the same time one notices 
that the share of the two companies of the Mitsubishi 
group, of unprecedented dimensions, testifies to the 
slight involvement in military production of the other 
finance-monopoly groups. Three of the NDA’s 10 biggest 
suppliers in individual years had no military contracts at 
all (including Sumitomo [dzyukoge] in the 198! and 
1983 fiscal years and Hitachi Zosen in the 1982 and 
1983 fiscal years).* In other words, there are evidently no 
grounds for speaking of the permanent large-scale 
involvement in arms production of even the NDA's 
leading suppliers. 


As far as the Mitsubishi group itself 1s concerned, there 
are strong doubts as to the legitimacy of its categoriza- 
ton as “muilitary-indusirial™. Military supolies occupy a 
negligible place in the sum total of the group's sales. 
Even in Mitsubishi (dzyukoge) they did not for a long 
tume exceed 10 percent and reached their reccrd level of 
17 percent in the 1982 fiscal year.” However, in the 1983 
fiscal year the proportion of military production in this 
company declined by almost one-third and has subse- 
quently been at a very low level 


lt «6 difficult to speak of the militarization of the econ- 
omy, as it 1s, mecidentally, of the militarization of sci- 
ence. The center of military RAD is the NDA Technical 
Research and Deveiopment Institute, where many types 
of Japanese arms have been built. It is clear, however, 
that the limited demand for combat equipment within 
the country and the actual ban on exports thereof are 
objectively lessening the need for military research, by 
the efforts of private companies included, and it is no 
accident that om terms of absolute amounts of spending 
on military RAD Japan is approximately 100 times 
infernor to the United States and 10 times inferior to 
Britain and France.* 


That there is a pronounced growth in Japan, as in other 
developed countries also, in the proportion of RAD in 
the spheres of so-<alled dual<apable technology 1s 
another matter. It may hardly, however, be maintained 
that this process has been brought about solely by 
military requirements. It «s rather a reflection of the 
general trends of the development of science and their 
utilization by the military sphere 


The historically unprecedented arms race and the growth 
in military spending associated therewith. This indication 
has enjoyed particular attention in the past decade 
among those studying Japanese militarism. As 1s known, 
in the fall of 1976 the T. Miki cabinet adopted the 
decision to limit military spending to | percent of GNP. 
lt «s hard to say what was the greater in this decision— 
faith in the country’s capacity even after the energy crisis 
to maintain a high rate of economic growth and the 
perception of questrons of defense and military policy as 
a whole as something secondary or, on the other hand, an 
endeavor to make a favorable impression on world and 
Japanese public opinion. Whatever the case, the truc 
significance of the imposition of a ceiling on military 
spending did not attract particular attention. The diffi- 
culties of complying with it, on the other hand, which 
came to light quite quickly, were evaluated once for all as 
a manifestation of Japan's militarist endeavors. And this 
despite the fact that up to the mid-1960's its military 
spending had constantly exceeded | percent of GNP. 


Meanwhile the military spending ceiling was doomed 
from the very outset to disappear for several fundamen- 
tal reasons. Primarily on account of the reduction in the 
rate of economic growth which typified Japan as of the 
latter half of the 1970's. The rapid increase in the price 
of combat equipment played its part also. In 1965 the 
price of an F-104 fighter amounted to 500 million yen, 
the F-4, which replaced it in 1977, cost 3.1 billion yen, 
and the latest F-15, commissioned in 1985, some 10.7 
billion yen. The price of the P2F antisubmarine aircraft 
in 1976 was 2.3 billion yen, but in 1985 the new RZS 
aircraft of the same purpose cost 11.4 billion yen. Japan 
iS NOt yet an initiator of an arms race: up to 80 percent of 
the combat equipment of the “Self-Defense Force” 1s 
purchased overseas or manufactured on foreign license. 
lt 8 hardly to be expected that it would consent to the 
purchase of obviously obsolete weapons or a reduction in 
the number of units 1 purchased in the name of compli- 
ance with abstract self-limitations. 


Finally, st 1 emportant to note the independent dynam- 
ics of spending on the personnel of the “Self-Defense 
Force”. Thes stem of cxpenditure constitutes im the 
1980's barely tess than half of total military appropria- 
tions and frequently (more precisely, every second year) 
grows alt a preferential raic. The reasons are understand- 
able: the annual wage raises for civil servants and price 
rises. In the 1987 fiscal year spending on the personne! 
amounted to 43.9 percent of the military budget, and on 
arms, 27.5 percent 


As a whole. the mechanism of formation of the military 
budget for one fiscal year 1s only controllable to a very 
slight extent masmuch as almost the entire sum of the 
increase therein pertains to entitlements. These include. 
besides the spending on the personnel, payments per- 
taming to contracts of past years (since the term of 
fulfillment of a mustary contract 1s from 2 to 5 years). In 
the 1986 fiscal year entitlements accounted for appro.- 
imately 93 percent of the increase in the military budget. 
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in the 1987 fiscal year, to 75 percent.’ For this reason the 
fact of a rise in the 1987 fiscal year in the ritual ceiling by 
0.004 percent hardly, despite the enormous political 
repercussions which it had inside and outside of Japan, 
testifies to some dramatic changes in its military policy. 


Creation of a network of aggressive military blocs and 
expansion of their geography. A certain arbitrariness 1s 
observed in the application of this indication to Japan. If 
its adherence to the “Security Treaty” with the United 
States figures under the first indication of militarism, 
there are practically no further arguments on this score. 
Even then there arise far-fetched stories concerning the 
military alliance of Japan and South Korea which is 
taking shape, the so-called Pacific Economic Commu- 
nity as a counterpart not even of the EC but of NATO 
and so forth. 


The huge growth of imperialist armies, intelligence and 
various militarist organizations. Accusing Japan of mili- 
tarism im accordance with this indication would seem 
difficult inasmuch as there has been practically no 
increase in the numbers of the “Sclf-Defense Force” in 
the past 30 years, it constituting 246,000 men. We would 
point for comparison to the numbers of the armed forces 
of some other Asian countrics and territories: South 
Korea, 629,000 men, Pakistan, 480,000, Indonesia, 
284,000, Thailand, 256,000, the Philippines, 105,000, 
and Malaysia, | 13,000. 


The adduced figures speak for themselves, but even then 
the argument concerning the unprecedentedly high pro- 
portion of officers in the “Self-Defense Force” is 
employed. A work of the end of the 1960's adduces 
Japanese figures according to which there are four sol- 
diers per officer of the “Self-Defense Force”—127,500 
soldiers and 32,400 officers (true, the author of this work 
himself makes an error in division in a paragraph further 
on and obtains a result of 2-3 soldiers per officer). There 
then follows a “telling” comparison of the “Self-Defense 
Force™ and the Reichswehr of Nazi Germany on the eve 
of WWII, in which there were a whole 11 soldiers per 
officer. A demobilized army of the end of the 1930's is 
hereby compared with a peacetime army of the end of 
the 1960's." 


In works of the 1980's, however, it altogether becomes a 
matter of amusement. Thus one such points out that 
“officers constitute 70 percent of Japan's armed forces. 
and candidates for various command positions, the 
remaining 30 percent.”” The purpose of such computa- 
tions 1s Obvious: to show that Japan is capable of very 
quickly deploying a giant army, although 1 1s hard to 
understand how it could do this with a trained reserve of 
44,900 men. We would point out for comparison that the 
numbers of trained reservists constitute $00,000 in Thai- 
land, 170,000 in Singapore, 625,000 in Switzerland, 
175,000 on the Netherlands and 75,000 in Denmark 


The description of the “Self-Defense Force's” airborne 
forces has an interesting history. In 1958 it was main- 
tained that “large formations of paratroops are being 
created.”'° A work of 1968 observed that “plans for the 
creation of airborne units are afoot, and there is an 
airborne brigade even now.”'' Finally, a 1982 publica- 
tion simply affirms: “It is more than 10 years now since 
the airborne brigade was formed.”'? 


Persistent coalescence of the military top brass and the 
machinery of the major monopolies and the legislative and 
executive authorities of imperialist states. As distinct 
from the others, this indication of militarism is, seem- 
ingly, appropriate for Japan: upon retirement, many of 
the “Self-Defense Force's” top officers go to work for 
private companies. The practice of attracting retired 
military personnel in companies of the Mitsubishi group 
is particularly widespread. Albeit in a very negligible 
proportion, former military officers are represented in 
the legislative authorities. Elements of “coalescence” do 
formally exist. 


It should, however, be noted that the move of top- 
ranking civil servants to the private-enterprise sector 1s 
typical of Japan generally and encompasses all ministries 
and departments. This process, which even has a special 
name in Japanese (amakudari), is basically directly pro- 
portionate to the role of specific institutions in the 
machinery of state. Accordingly, retired military officers 
account for far fewer positions in private companies 
than do, say, people coming from the Ministry of 
Finance or Ministry of International Trade and Industry. 
So it may be a question not so much of the “persisent™ as 
“loose” coalesence of the military top brass and the 


monopolies. 


It is also significant that practically no reciprocal move- 
ment, that 1s, the move of representatives of business to 
jobs in the machinery of state, can be observed. Military 
business 1s no exception here cither. 


It is no less important that the “coalescence of the 
military top brass and the major corporations” hardly 
exerts a determining influence on military production 
and Japan's military policy as a whole. It is sufficient to 
recall that the “flagship” of Japan's military production, 
Mitsubishi (dzyukoge), having invested considerable 
resources in the development of a prototype of a new- 
generation fighter and having built it by the start of 
1986, was unable to get its brainchild taken into series 
production. And this despite the fact that, according to 
specialists’ comments, the fighter which has been built is 
superior in its specifications to foreign counterparts.'* 


Extensive preparations for world nuclear war and the 
waging of counterrevolutionary local wars; use of armed 
force against the revolutionary protests of the working 
people of capitalist countries and the national liberation 
movement. Both indications are inapplicable to Japan. 
and there is virtually no mention of them in Soviet 
works. Accusations against Japan of violation of its 
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“three nonnuciear principles” (not to produce, have and 
import nuclear weapons) on the grounds that there could 
be such weapons at the American military bases and on 
ships in Japanese ports have appeared in recent years, it 
is true. 


Indeed, if U.S. policy is neither to confirm nor deny the 
presence of nuclear weapons, there are no guarantees of 
the absence thereof in Japan. Charges against the Japa- 
nese Government of a violation of the nonnuclear prin- 
ciples are thus unfounded. That, of course, the interpre- 
tation of the unilaterally adopted principles of policy is 
the prerogative only of the Japanese themselves is 
another matter. Tacit consent to the storage of foreign 
nuclear weapons could be seen as aiding and abetting the 
Liuited States, but hardly unequivocally testifies to a 
growth of Japanese militarism. The motives of this 
consent are far more complex and encompass the whole 
set of Japan's allied relations with the United States and 
are, correspondingly, conditioned by considerations of 
various categories far from always associated with mili- 
tary policy. 


An orgy of militarist propaganda, “psychological warfare” 
against socialism and communism, defense of counterrev- 
olutionary violence and arbitrariness in international rela- 
tions. A whole collection of anticommunist sentiments 
is, perhaps, present in the Japanese social consciousness, 
which is largely a direct result of the propaganda line of 
the country’s ruling circles. Propaganda of militarism 
and defense of violence are a different matter. “Orgy” is 
a relative concept, and arguing whether it exists or not is, 
therefore, pointless. 


Diverse militarist organizations operate in Japan which 
are not so much numerous as shrill and for this reason 
noticeable. Their declarations and publications should 
be categorized as propaganda of militarism. We could 
point also to the fear being implanted, not without the 
participation of the government, in the face of the 
notorious “Soviet threat”. Nonetheless, it is obvious that 
ideas of war and violence are not universally prevalent. 
In one way or another militarist hysteria like that which 
gripped the United States following the seizure of 
Grenada or Great Britain at the time of the Falklands 
war could hardly arise in Japanese soil. 


As it 1s not difficult to observe, Japanese reality has little 
in keeping with the outline of general indications of 
militarism which we have examined. Nor are the specific 
indications of a revival of Japanese militarism, the main 
one of which is “its concealed, camouflaged nature,” 
convincing. This is a convenient indication for, truly, the 
less noticeable Japanese militarism, the more dangerous 
it 1s. Another method of the same kind is patching 
Japan's militarist past onto its present. “In a country 
with such rooted militarist traditions it is not that 
difficult... reviving militarism... and military adventur- 
ism,” we read in one work.'* 


Let us not, however, accuse the authors we have quoted 
of tendentiousness. It is ultimately a questior not of they 
themselves but of the one-sidedness and primitivism of 
the accepted procedure of study of militarism peremp- 
torily dictating to the researcher preset conclusions. 


it is perfectly understandable that a serious discussion of 
militarism should begin with a definition of this concept. 
The most general definition is provided by the “Large 
Soviet Encyclopedia,” where it is seen as “the buildup of 
the military might of an exploiter state for the purpose of 
implementing a policy Of aggressive wars and suppress- 
ing the resistance of the working masses within the 
country.”'* Militarism is defined somewhat more fully 
by the “Soviet Military Encyclopedia” as a “system of 
political, economic and ideological means used by the 
exploiter classes in the interests of an increase in military 
power for the achievement of the fundamental goals of 
their reactionary domestic and aggressive foreign 
policy.”'® Soviet political science contains no other 
definitions of militarism. 


As it is not hard to see, we are essentially dealing with 
one and the same definition. It is based on two a priori 
accepted premises. The first is that militarism is possible 
only in a state with antagonistic classes. Where there are 
no such classes, on the other hand, nor is there 
militarism.'’ The second amounts to the fact that the 
goals of the domestic policy of exploiter classes are 
obviously reactionary, and of foreign policy, inevitably 
aggressive. If both premises are invariable, it transpires 
that the definition quoted identifies with militarism any 
increase in military potential effected by exploiter classes 
and their state. 


The possibility of the existence in a state with antago- 
nistic classes of objective defense interests is hereby a 
fortiori denied. Such categories as balance of forces and 
military balance also become meaningless together with 
this. In respect of the modern world this is essentially 
tantamount to the conclusion that where there is capi- 
talism, there is militarism also. The fundamental ques- 
tion put by M.S. Gorbachev: “Is capitalism capable of 
freeing itself from militarism, can it function economi- 
cally and develop without it?”'* thereby proves to be 
entirely superfluous inasmuch as the answer is known in 
advance: no, it cannot. 


As a result a procedure of examination of the problem 
directly opposite to commonsense and scientific sound- 
ness arises—not “analysis-conclusion™ but “conclusion- 
proof”. Consequently, it is possible, if necessary, to 
accuse of militarist preparations any capitalist state: 
Sweden, Switzerland, Japan and so forth. What is most 
important is the question of the political and propaganda 
expediency of the exposure of militarism in each indi- 
vidual instance. Frequently. therefore, the charge of 
militarism reflects primarily the attitude toward a spe- 
cific country. 








JPRS-UWE-89-007 
13 May 1989 


Total arbitrariness in ascertainment of the very fact of an 


increase in military might ensues from such an approach. 
It increases relative to the military potential of the same 


ven con- 


then, ree for cxampic, hove acts 0 
comparison of the firepower of its “Self-Defense Force” 
and the army with which 1 entered WWII. This compar- 
ison is akin to a comparison of the economic power of 
the USSR and tsarist Russia in 1913, whereby, ignoring 
the factor of the natural development of socicty's pro- 
ductive forces, we unfailingly obtain the desired result. 


On the other hand, what if the military power of a 
Capitalist state is declining? In some cases it could 
obviously be a question of an absolute reduction in 
military spending, but more often of a reduction in the 
relative significance of military power in a state's aggre- 
gate potential owing to the objectively more rapid devel- 
opment of other of its constituents: economic, SAT. 
political. Can it be said im this case that the state has 
ceased to be militarist? I believe that if it is considered 
that militarism is an increase in military power, i can 
and should be said. In actual fact, however, no, inas- 
much as the premise is incorrect. The availability to a 
state of certain possibilities (potential) by no means 
signifies that it will necessarily realize them and embody 
them in policy. A buildup of military potential may 
thereby in no way be identified with militarism any more 
than a reduction in this potential with the disappearance 
of militarism. 


In a word, the adduced definitions of militarism are 
manifestly invalid and need, in our view, not only 
adjustment but elaboration from scratch. The principal 
demand which has to be made of the new definition 
should obviously be its discrimination. This, im turn, 
means that the object of analysis will be not so much the 
outward indications of militarism as a state's policy 


goals. 


The proposition that military seizures and the suppres- 
sion by force of one’s own people always correspond 
under all conditions to the policy goals of the capitalist 
State may hardly be regarded as satisfactory at the 
current stage of the development of capitalism. In fact, 
direct violence corresponds to the interests of the 
exploiter classes only under extreme conditions, when all 
other less radical and, as a rule, less burdensome means 
of having one’s way (and the set of such means has 
increased immeasurably) are exhausted. 


For this reason the question of the use of violence in the 
international arena 1s essentially one of a state's capacity 
for defending its vital interests without resorting to it. 
Much, of course, depends on how and in what volume a 
specific state defines the interests which have to be 
defended at any price. For example, the American prac- 
tice of extending its vital interests to enormous arcas of 


the world manifestly presupposes the use of military 
force masmuch as even the United Statcs is not m a 
position to secure rtself against a geopolitical threat born. 
for cxampie. of the emergence of an “unfriendly 


regime”. 


Vital domestic policy interests are sdentified by all states 
with imternal stability. Having encountered a serous 
threat to its internal stability, amy state will consent to 
the use of force. Accordingly. the question of the use of 
force within a country is one of the stability of the state 
and the stcadfasiness of its socmocconomuc and political 
foundations. 


The author of this article has no ready-made definition 
of militarism. However, there are doubts as to the 
possibility of providing a gencral definition of militarism 
as an integral phenomenon. |i should rather be a ques- 
tion of external and domestic functions im a state's 
policy, some of which could be called militarist. Which’ 


In foreign policy, obviously, a readiness to use the armed 
forces for purposes which are not purcly defensive and 
primarily im response to a geopolitical threat to one’s 
interests. In other words, the external function of mili- 
tarism 1S present in a state's policy if its recognized 
interests and goals formulated on this basis presuppose 
the imitiatory use of military force. As it 1s not hard to 
sec, the external function of militarism 1s the direct 
opposite of a policy based on the principle of defensive 
sufficiency. As far as the domestic function of militarism 
is concerned, it may be formulated as a state's constant 
reliance on military force to maintain its internal stabil- 


ity. 


Two observations need to be made here. First, if we are 
interpreting militarism as a function of a state's policy, 
consequentiy, merely the presence in society of the 
exponents of militarist ideology with the statization of 
their views cannot be identified with militarism as such 
Second, not any state allowing in its policy of the use of 
force may be called militarist but merely that for which 
militarist functions play a principal part, subordinating 
to themselves all cise. The most striking and typical 
examples of militarist states were Germany and Japan of 
the 1930's-1940's. Counterparts thereto among the 
developed statics today cannot be seen. 


In our day the domestic and external functions of 
militarism are by no means necessarily condemned to 
coexistence. This conclusion would seem important 
inasmuch as it brings us directly to a classification of 
types of militarism. 


The domestic function of militarism 1s inseparable from 
the political role of the armed forces in domestic policy 








or threatened use of the armed forces to avert a coup 
d'etat and to accomplish such and also to pul down 
'* In this sense the regimes of 


to correspond to the interests of the ruling class. 


It hardly needs to be proven that developed capitalist 
countries are very far away from a revolutionary situa- 
tion. The dialectic is such that, as G. Diligenskiy rightly 
observes, “the exacerbation of the contradictions of 
caprialism... 1s leading to the accumulation of social 
protest potential, but the direct growth of this protest 
imto socialist revolution 1s becoming increasingly less 
likely.”*° Proceeding from what has been said, we may 
affirm the reduction in the domestic functions of mili- 
tarism in developed capitalist countries to a negligible 
scale making it possible in the majority of cases to speak 
of their practical disappearance. Certain exceptions to 
this rule such a5, say, Great Britain's use of the armed 
forces in Northern Ireland reflect not so much domestic 
sociopolitical realities as continued vestiges of the colo- 
mial past and should be attributed rather to the external 
functions of militarism. 


Thus the domestic function of militarism is an inalicn- 
able attribute merely of a particular type of the develop- 
ment of capitalism, and this stage has already been 
passed by the United States, the industrial West Euro- 
pean countries and Japan. On the other hand, it is a 
reality to a greater or lesser extent for the absolute 
majority of countnes with a middie and feeble develop- 
ment of capitalism. It is a question not only and not so 
much of the economic level as of the socia! and class 
structure, social consciousness, numerous vestiges of the 
past in political life and, finally, of specific components 
of the instability of their international position. 


IV 


Compared with the domestic functsons of militarism, the 
external functions are far more multilevel and, conse- 
quently, more difficult to understand. It is expedient to 
examine them in iadividual blocks. 


Over 40 years have clapsed since the end of WWII, which 
was largely a turning point in the development of intenm- 
perialist contradictions. While having preserved and in 
some respects multuplied their sernousness, these contra- 
dictions have at the same time essentially lost their mili- 
tary function. In other words, the probability of the mili- 


The main ones are the nature of the relations between the 
world systems of socialism and capitalism, the undisputed 
military-political and economic predominance of the 
United States in the capitalist world, the transition from 


the internationalization of the capitalist countries’ eco- 
nomac life. 


Following WWII two powers representing the different 
social systems—the USSR and the United States—pulled 
far away from the rest of the world im the military sphere. 
This fact is a powerful integrator of the capitalist camp. In 
practice it has led to the serious and, at times, insoluble 
economic contradictions between individual capitalist 
countnes not croding their common strategic interests to a 
level fraught with the danger of war. The nature of the 
contradictions within capitalism has undoubtedly changed 
also. It has assumed a transnational, ex-territonal nature, 
whereby military confrontation between imperialist coun- 
tries or groups of countries is mo longer in anyone's 
national interests. 


Among the postwar features of capitalism mention should 
also be made of the gradual disappearance of such a 
classical motive for war as the struggle for a recarving of 
the world. Colonialism with its methods of military-polit- 
ical subordination of the weak 1s irretrievably a thing of the 
past. The objective basis for the colonial wars of the past 1s 
thereby disappearing or has already disappeared also. 


It as perfectly natural that almost all the comparatively 
few postwar conflicts between imperialist and develop- 
ing Countries pertained to the first half of this period and 
ended identically—with the total defeat of the imperial- 
ist powers. Of course, rudimentary military functions 
derived from their colonial past are preserved in the 
foreign policy of a number of Western countries. Great 
Britain's actions in the conflict with Argentina on the 
Falklands and the French expeditionary force in Chad 
may be attributed to manifestations of such functions. 
These functions are of a secondary nature, however. 


The main prerequisite of the external function of the 
militarism of developed capitalist states 1s struggle 
against world socialism. Two rounds of qualitative 








The first round of changes began immediately afier the 
war and ended ai the frontier of the 1960's-1970"s. 


ical denominator. however, was the quantitative and 
qualitative escalation of the military opposition of the 
USSR and the United States, given the continued invari- 
able strategic preponderance of the latter. 


Within the framework of this confrontation the West 


is more frequently mentioned in respect of Japan, which 
even merited the sobriquet of “nonpaying passenger” 
Ultimately, however, all the developed capitalist coun- 
tries were, following WWII, nonpaying passengers to a 
greater or lesser extent on the train of American milita- 
rism. 


It was no accident, therefore, that the rate and quality of 
economic growth in certain West European countries 
and Japan were in the postwar period high. given, 
precisely, the low level of military spending. The United 
States’ traditional demand that its allics multiply mili- 
tary efforts reflects not only and, perhaps, not so much 
the logic of an arms race aimed at preparation for war as 
the logic of competitive struggle. It is important to note 
that it was in the said period in such countries as Japan. 
the FRG and Italy that economic models with a negligi- 
bly small proportion of military production took shape 
and proved their high efficiency. The economic develop- 
ment of these countries, of Japan primarily. of course, 
refutes, it would seem, the proposition concerning the 
virtually principal role of the military-industrial com- 


plex in capitalist reproduction. 


Of course, this was an extremely contradictory period. in 
the course of which relapses into the former colonial 
policy of imperialism projected under the new condi- 
tions onto the confrontation of the two social systems 





also made themscives known from tme to ume. lt 
significant, however, that 1 was on the 1950's-1960's that 
a quite precise line separating so~<alled local conflicts 
from general and direct milstary confrontation emerged 
in the sphere of the military opposition of socialism and 
Capitalism. 


As a whole, however, the partecular feature of the sand 
penod was the concentration of the external functions of 
militarism in the hands of the United States and simul- 
tancously an intensification of the subordinaic and com- 
plicaiedly motivated nature of military policy of the 
other developed capitalist countries. In other words, the 
military preparations of the West European countnes 
and Japan had no or virtually no independent functions. 
and within the framework of a policy agreed with the 
United States performed a secondary role. 


The second round of changes im the configuration of the 
external functions of the militarism of developed capi- 
talist states was connected with the of appron- 
imate parity between the USSR and the United States in 
the strategic arms sphere. This event comcided in time 
with a weakening of the United States’ political and 
economic positions in the world. The latter's natural 
reaction to these events was an endeavor to shift part of 
the burden of military rivalry with the USSR onto its 
alles. An increase im the allies’ “contributions” was 
achieved with great difficulty and far from fully imas- 
much as detente was seen everywhere as a lessening of 
the likelihood of a military encounter of socialism and 
Capitalism. 


A typical manifestation of America’s allies’ approach to 
the problem of the military contribution to the West's 
sirategy were the actions of Japan, which in the fall of 
1976 adopted the above-mentioned decision on a limi- 
tation of military spending to | percent of GNP and the 
long-term program “Basic Propositions of the Defense 
Plan.” which was the conceptual substantiation of the 
ceiling on military spending. The program provided for 
the creation of the “foundations of defense potential” 
sufficient for peacetime and not adjustable proportion- 
ate to the military efforts of other countries. Truc, the 
proposition that the “exchange” of the nuclear potentials 
of the USSR and the United States would icad to the 
enhanced role of conventional arms and require of 
America’s allies an adequate contribution in this sphere 
had appeared in Japan even at this time. However. it was 
not applied in practice in policy in the first half of the 
1970's. 


The latter half of the 1970's was marked by the imple- 
mentation of new American. as of Sovict also, inciden- 
tally, military programs. As the country got over the 
post-Victnam syndrome. the influcnce of simplistic geo- 
political ideas emanating from the Soviet-American 
“zero-sum game™ concept in U.S. policy grew. This 
process partially coincided im time with and was partially 
also stimulated by such actions, not compictely thought 
through politically and strategically, as the commitment 
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cally identified with this country or the other's member- 
ship of the camp of America’s allies. 


ca's allies the launching of & military attack on the 
USSR. together with the United States included, was and 


outbreak of general war has contributed to a very con- 
siderable extent to the prevalence in the West of the 
belief thal participation in the arms race on the side of 
the United States is an clement of the intensifying 
interdependence of the developed capitalist countnes 
and, on the whole, differs little from measures to stabi- 
lize exchange rates, settle trade contradictions, formulate 
common approaches to problems of North-South rela- 


obstacies mm the way of a revival of the external functions 
of the militansm of developed capitalist countnes on the 


allies derived from U.S. strategy are inferior by many 


military functions are reduced to the minimum. 
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been claborated at all. For this reason the 
conclusion concerning the revival of Japanese militarism 
on an identification of Japan's 

In other words, Japan's 
y img a strong military 

power 1s perceived as its endeavor to become such. The 
accusation of militarism 1s deduced per roughly the same 
pattern from Japan's militarist past also. All this 1s quite 


22 
| 


Far more serious, in our view, is another factor con- 
nected with the fact that Japan's position in the world 
has still far from been defined. The country's economic 
successes, of unprecedented scale and duration. have not 
simply brought it to the position of a leader of world 
development. They have also put on the agenda of the 
Japanese economy a number of difficult problems such 





international role and the formulation of new strategsc 
reference points of development has pertained to a 
penod of international relations which is in many 


yesterday even was an objective interest are required. It 
is ven More important to overcome the inertia of 
political concepts which have taken shape over decades 
and, sometimes, centuries. In a word, mankind's renun- 
ciation of militarism has matured, but the way to the 
goal cannot be either simple or swift. 


Had Japan's aspiration to the status of a great political 
power arisen several decades earlier, the appearance in 
Japanese policy of military functions and a revival of 
militarism would most likely have been inevitable. Were 
they to arise, for example, at the start of the next century, 
given the successful development of the trends of inter- 
national relations initiated by the USSR. the revival of 
Japanese militarism would be extremely unlikely. In our 
day, however, it cannot be precluded that Japan's claims 
to the role of great power could lead it onto the path of 
a strengthening of military potential over and above its 
defense requirements. This is a path, incidentally, pre- 
supposing a certain distancing from the United States 
also. Japan has many of the preconditions for becoming 
a strong military state. They include, specifically, the 
development of science and technology expanding the 
sphere of dual-purpose engineering. /nder such condi- 
tions the country’s military power becomes to a far 
greater extent than hitherto a byproduct of the develop- 
ment of research in the civilian sphere and comes to be 
determined not so much by the quantity of weapons as 
the overall level of scrence and technology. 


There are prerequisites for a revival of militarism in the 
public mind also. Views according to which a nation’s 
international influence and prestige are inseparable from 
its military power have always been and are now present 











The growth of Japan's international influence is a con- 
sequence of its gigantic economic and SAT potential. It 
18 merely a question of the mpact which thes process will 
have on the development of world civilization. The 
postwar successes achieved by Japan largely thanks to 
the renunciation of militarism could link its arrival im 
the world political arena with a strengthening of the 
antimilitarist trend. In other words, Japan's policy could 
be a kind of catalyst of an end to militarism. The other 
version—the growth of influence via the insertion of 
military functions in foreign policy—ts fraught with very 
serious Negative Consequences. 

Strictly speaking, the great and increasing attention to 
the subject of Japanese militarism is explained, in our 
view, precisely by the fact that the country is today faced 


with a choice whose results will be material for world 
civilization. 
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with Prof L. Lywhemow “New Adminitre- 
ton—Oid Problems” ] 


[Text] 


The & year term on office of the most active Republican 
administration the postwar penad has come 
to an end. The head Reagar — gained a plac 
second only to F. Roosevelt in popularity in the United 
Sates Amd this was naluras/—appreiahle events 
im the economu and poditical life of the United States are 
associated with his activity Pronounced have 
occurred in world politecs, on relations between the USSR 
and the United States im particular 


administration” What steps and in what direction may he 
expected in the future” To what extent was R. Reagan’ 
policy contradictoriness) 


Amencan Studies Department. expresses his viewpount in 
conversation with M. Belyayer. chic! of the Editorial 


had built up im our country. Policy of “social revanche,~ 
“socal Darwinism.” ~“ , 


end of the 1970's. It had encompassed, incidentally. both 
parties. It was beheved that dowble-<dign inflation. the 
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rulong class ht would have been more accurate to say that 
at a certaen stage the ruleng class perceived in modified 
form some sysiem of views of one group as Correspond- 
img ai the grven Moment to sts goals 


The therd was that there eas a demal of the undouticd 


pragmatx componcnts of both philosophy and policy. 
thanks to whech the admenrstration 5 sdecas struct a chord 


addition i was pragmainm 
whch was predominant om Reagan's polcy I was only 
the outward umpressson that hrs admenrstration's policy 
was mtially eltraconservative, but then “sofiencd™ to 
moderate In reality both mmstially and subsequently the 
pragmatx bine predominated. but the requirements of 
poly changed. some tasks were tackled. and others 
arose, and there was also a change m the external 
conditions. among which an cnormous place was occu- 
pred by Sowret policy based on the new thinking An 
abulity to raprdly adapt to the new requirements and acw 
cond:trons and not be “deadlocked™ m sicreotypes was a 
remarkable feature of R_ Reagan as a leader 


| 
| 


“Amencan empire.” the necessity and posssbelsty 
whose preservation had apparently been confirmed 


An empire was necessary to the American cicctorate of 
the end of the 1970's-start of the 1980's for a number of 


1970's had ect on: the Weberals had cretscured the “empere™ 
eth ts obligations. denied the powcr of sirengith and 
hung thew beads before the “Victnam syndrome”. As 2 
resuht « had come to scem to the broad conscrvatrve- 
right alance at the end of the 1970's that the Unnied 
States had undergone a series of profound dcfcats in the 
course of the decade (there was the strengthening of the 
mught of the USSR. sts uncreased influence im the 


Question. But the J. Carter and G. Ford administrations 
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spending and its share of GNP (and. accordingly. a 
reduced inflation. “heration™ of the economy from 


ment economic policy. Bul by no means was all of thes 
program implemented. particularly on the first years 


Answer Indeed. government spending rose sharply 
(from 21.5 percent to 23.4 percent of GNP im the penod 
1979.1986), the budget deficst grew to $220 bilhon m 
1986 and the national det swelled to almow $26 
trithon. and spending on servicing 11. to $145.1 50 bilhon 
(thes 1s now the therd biggest tiem of budget cupendiurc) 
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There were indeed certam tax cuts as a result of the 1981 
and 1986 reforms. Thess provided even the section of 
business which had deen deprived of direct of mdirect 
government support with considerable resources. The 
tax reforms contnibuted appreciably to increased con- 
ene 
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of exports (which began. incidentally. 
the 
viewport of trursms, to the scale of the decline im the 
how 


competitiveness of Amencan products 


Question Perhaps the United States has transferred 
efforts to the scrence-intensive spheres, handing over 
“yesterday's” products to rs partners” 


Question. But what can be sand about the US. “second 


oa whe snginened Comsat on the 197s (he 
i. tek tn Ge 1980's the situation changed. The 


The conversion of the Unnted States mm the pernod of the 
R. Reagan presadency from a world lender to a world 


have recently been a notable feature of certain economn 
and political studies on the United States 


emphasized that in the 1980's the United States has 
consumed more than it has carned mmvesied lew than i 
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Whereas earlier the US. leadership was supported by the 
symmetrical contribution of military and economic 
power, today economic power 1s being seriously tested by 
Japan and West Europe, and military power could and 
evidently should begin to lose its meaning inasmuch as 
this component has been justified by the alleged threat 
from outside. We are witnessing, however, trends of the 
erosion and, in the future, the elimination of such sdcas. 
This will inevitably confront coming administrations 
with the task of revising the United States’ external 
commitments in order, while preserving some, to reduce 
others and hand over yet others to their partners (or 
share them with them). 


The Reagan admiistration did not know how suffi- 
ciently to take account of the «nterconnection and whole- 
ness of the modern world, in which the weakening of 
some could signify a universal weakening and where a 
threat to a region becomes a threat to the whole world. 
Thus the continued exacerbation of crisis problems in 
the developing countries 1s creating increasingly big 
difficulties for the United States itself and demanding. as 
many American specialists recognize, a search for new 
approaches to their solution. The level of debt accumu- 
lated by the “third world” has already jeopardized the 
practicability of their return to the conditions under 
which it arose. The dramatic decline in the growth rate of 
exports and the joss of some export income have 
deprived developing countries of the possibility of 
importing in the former quantities products from the 
developed countries, including the United States. 


The profound interdependence between the United 
States and the economy of other countries is expressed, 
inter alia, in American imports of food totaling $25 
billion annually, of mineral raw material totaling $56 
billion, of mechanical engineering products totaling 
$140 billion and of other products totaling more than 
$160 billion. But, on the other hand, an appreciable 
quantity of these commodities is produced by overseas 
affiliates of American TNC or mixed companies with the 
participation of U.S. capital. This is a process which is 
far advanced and in which interdependence has become 
an obvious imperative. The stability of this process has 
become a demand of the times and has come into 
conflict with the destabilizing spasms of the foreign 
economic actions of the U.S. Government. 


Question. Interdependence is traced today not only in 
the foreign sphere, it is rooted in deeper economic 
seams, and the results of domestic economic activity are 
directly reflected in the state of international contacts. 


Answer. Undoubtedly, the currency, stock and commod- 
ity markets and credit institutions latch on practically 
instantly to changes in the budget, fiscal and monetary 
policy or situation in the United States, West Europe and 
Japan. As a result there is an immediate reaction in such 
spheres as exchange rates, stock prices, the movement of 
capital, international trade, bank interest and domestic 
and foreign policy measures. “Reaganomics” did not 


reniain a purely Amencan phenomenon. The economic 
“neoconservatism™ of the United States in the first half 
of the !980's became a kind of epidemic, which could by 
no means always cvenformally, even less in essence, be 
explained by some total “shifi to the nght™. Yet so-cal’_d 
“unilateralism™ emerged in the United States and has 
remained an exclusively American phenomenon. 


But, as a whole, recognition of the wholeness of the 
world 1s growing. Even the United States 1s speaking 
increas...giy imsistently about the fact that federal eco- 
nomic policy should be claborated and impliemenied 
with regard for the d. ~snds of its compatibility with the 
policy (and interests) other countries, and there 1s a 
strengthening unde : mg that the “principle of non- 
exclusivity” has & . ory for state self-aware- 
Ness. 


Question. Forecasts are . unreliable business, but 1s 11 
possible to outline if only the contours of a possible 
scenario” Primarily will the United States continue its 
economic development and the buildup of military 
efforts by increasing domestic and foreign debt? If noi, 
what might support public and government spending? 
Will there be a return to the practice of tax increases? 
How will the deficit problems be tackled? Will numerous 
socioeconomic programs remain frozen? 


Answer. Yes, it 1s these basic questions which remain to 
be solved. The new administration has inherited a com- 
plex. contradictory situation. It has both positive and 
negative aspects, bul the main thing distinguishing it 1 
the uncertainty of future prospects. Americans expect a 
continuation of the positive results of “Reaganomics” 
(continued stable economic upturn and structural reor- 
ganization, control of inflation, moderation of the tax 
burden and so forth). But they have paid for this with 
negative phenomena, the scale of which has begun to 
cause alarm. Of what will the new paradigm of future 
economic policy consist”? There is no definite answer as 
yet 


The United States has run into a most acute contradic- 
tion between the need to adopt stringent measures to 
change the negative trends in the economy and the 
possibilities of proposing and, even more, implementing 
these measures. Practically any combination of radica! 
measures will evoke a sharp negative public reaction 
since it will require serious and long-term sacrifices. For 
this reason it 1s more probable that we can expect the 
preservation as yet of the economic instruments which 
the Reagan administration employed, but given a ratio- 
nalization of spending and a search for additional budget 
revenue (without a tax increase imasmuch as G. Bush 
rejected this alternative many times over and consis- 
tently during the clection campaign). After all, the cen- 
tral and most difficult question is the budget deficit. It 
has changed from a purcly economic to a most serious 
political question causing profound disagreements 
between the administration and the Congress, and since 
the stock market upheaval in October 1987, between the 
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United States and other Western countries. There is no 
chance of the new administration being able to secure 
national consensus on the question of a reduction in 
budget expenditure on social needs, development of the 
infrastructure and so forth. Nor can spending on servic- 
ing the national debt (more than 14 percent of the 
budget) be reduced. Bul a continuation of the trend 
toward a freezing (and reduction in real terms) of mili- 
tary spending 1s perfectly possible. Investments in 
“human capital” are becoming a priority if the United 
States really aspires to strengthen the competiniveness of 
its economy. 


Ordinary Americans are part*:ularly alarmed by the long 
Stagnation of real income. It is being perceived by many 
people today as a symptom of the futility of hopes of a 
further rise in living standards. The more so in that the 
new jobs created in the 1980's are “accommodated” 
almost entirely in services, where carnings are apprecia- 
bly lower than in the economy as a whole. 


In the light of the tasks pertaining to a surmounting of 
the difficulties of the “deficit era” the question of real 
income 1s really complex. Sources of increased well- 
being are limited even for such a country as the United 
Siates. Considerable numbers of these sources have to be 
used today to service existing debt. In the social plane 
this also is causing serious difficulties inasmuch as it will 
inevitably delay a solution of urgent problems and the 


satisfaction of new requirements. The U.S. economy, - 


which 1s oriented to a tremendous extent toward per- 
sonal consumption, will very likely encounter limitations 
of a protracted nature. 


An appeal for rationalism, for pragmatic solutions and 
for observance of a strict dependence between goals and 
possibilities in all aspects of foreign and domestic policy 
was heard most often in the election discussions of 
various economic problems. This demand has evidently 
become predominant in the American electorate’s 
present and future expectations. Rationalism in respect 
of the whole spectrum of directions of U.S. policy could 
bring about appreciable changes in its reference points. 
Within the country this could most likely lead to a more 
attentive attitude toward social problems, outside, to a 
reconsideration of the undisputed priority of the princi- 
ple of exclusivity and an emphasis on factors of cooper- 
ation. G. Bush brought “under his banners” the strongest 
economic “team” in the last 40 years. Its potential is 
great, but no less great are the limitations which this 
“team” will encounter in the economic sphere. 
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[Text] In July 1986 M.S. Gorbachev, general secretary of 
the CPSU Central Committee, delivered a speech in 
Viadivostok which subsequently acquired great celeb- 
rity. The action program pertaining to an improvement 
in relations in the Asia-Pacific region (APR) which it put 
forward has subsequently been supplemented and ampl- 
fied, having acquired comprehensive philosophical sub- 
stantiation in the Delhi Declaration on the principles of 
a nonviolent world free of nuclear weapons (November 
1986) and in other of our country’s initiatives, including 
the new proposals at the highest level contained in M.S 
Gorbachev's Krasnoyarsk speech (September 1988). 


The active approach of the Soviet Union to problems of 
Asia and the Pacific proceeds from the fact that the 
development of regional processes and the establishment 
of good-neighbor relations within a specific geographical 
framework should be an integral part of the process 
pertaining to the safeguarding of general peace. The 
Soviet concept of security closely links the achievement 
of accords at the global level with a normalization of the 
situation in individual regions and regards regional 
efforts as integral components of and necessary condi- 
tions for an improvement in the entire system of inter- 
national relations. The combination of these two levels 
and their interdependence require a comprehensive 
approach to security issues. Under these conditions a 
stimulation of political dialogue and an extension of 
economic cooperation between the countries washed by 
the Pacific are an important factor of an improvement in 
the international atmosphere and new political thinking 
at the global level. 


The domestic policy aspect cf a stimulation of our 
country’s position in the APR is material also. The 
Soviet Far Fast performs a particular role in the wide- 
ranging program of modernization and intensification of 
the national economy which is under way. With long- 
term interests pertaining to the safeguarding of peace in 
Asia and endeavoring to create propitious foreign policy 
conditions for the plans of economic development, the 
Sovict Union advocates the development of good- 
neighbor relations and the establishment of close cco- 
nomic cooperation with neighbors in the region. 


Soviet policy in the APR 1s based, as can be seen from 
the initiatives which have been put forward recently, on 
a comprehension of both lessons of the past and present 
realities. “In formulating proposals acceptable to all we 
sought,” M.S. Gorbachev declared, speaking in Krasno- 
yarsk, “the equivalent force in a balance of interests.” 
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Problems of a solution of conflicts and knots of confron- 
tation and a curbing of militarism were made paramount 
in our regional initiatives. One of the former is the 
lagging of international cooperation behind the rapid 
economic growth of individual countries. 


Altention was paid in many countries to the Soviet 
leader's warning that the possibilities of making full use 
of the colossal potential of the APR for the purpose of 
general progress and peace throughout the world which 
exist currently could be lost if the sum total of the 
complex problems in this vast region ts not worked on 
now. The attempts, however, of certain skeptics to 
question the sincerity and honesty of our intentions and 
proposals and portray matters such that the Soviet 
Union had under the cover of peaceable phases 
embarked on expansion have proven groundless. 


Much has been done since the Vladivostok initiatives, 
which triggered a stimulation of the Asia-Pacific direc- 
tion in Soviet foreign policy. We recal! merely the most 
important events. The signing, ratification and practical 
steps pertaining to implementation of the Soviet-Amer- 
ican agreement to eliminate intermediate- and shorter- 
range missiles based on the “double global zero” con- 
cept, as a result of which two classes of missiles east of 
the Urals will be destroyed, and the partial withdrawal of 
Soviet forces from Afghanistan, which began in accor- 
dance with realization of the Geneva agreements. The 
situation on the Indochina peninsula is normalizing. 
There has been a marked improvement in relations 
between China and our country, to which the withdrawal 
of some Soviet Army subunits deployed in the Mongo- 
lian People’s Republic contributed to a large extent. 
Protocols to the Rarotonga Treaty on the creation of a 
nuclear-free zone in the South Pacific have been signed. 
The exceptionally full exchange of visits by Soviet lead- 
ers and many states of the region, including the ASEAN 
countries, contributed to the successful implementation 
of foreign policy actions. 


Of course, no one expected quick success in realization 
of the ideas and proposals put forward in the Viadivos- 
tok speech, and many of them are still to be implemented 
in practice. It was in this situation that the idea of a 
broad international forum to analyze the results of what 
had been achieved in the 2 years which had elapsed since 
the initiatives were put forward and exchange opinions 
on questions of regional development which remain 
urgent was born. 


The international meeting “Asia-Pacific Region: Dia- 
logue, Peace, Cooperation” was held in Vladivostok 
from | through 3 October 1988. Interest in the forum 
was So great that, in addition to the states of the region. 
representatives of many European and Latin American 
countries wished to take part. More than 200 well-known 
scholars, politicians and religious figures, diplomats, 


businessmen and figures of culture from 36 countries 
gathered in the “capital of the Soviet Far East”. The 
meeting was covered by 80 Soviet and 35 foreign jour- 
nalists. 


Al the opening ceremony Academician Ye.M. Primakov, 
chairman of the Soviet Natioral Committee for Pacific 
Economic Cooperation, read out greetings from the 
chairman of the USSR Supreme Soviet Presidium and 
general secretary of the CPSU Central Committee to the 
participants in the meeting, which noted the importance 
of the representative international conference in the 
biggest city on the USSR’s Pacific coast— Vladivestok— 
which even recently was “closed” to foreigners. 


Papers were read at the plenary session by 1A. 
Rogachev, deputy USSR foreign minister, and Academi- 
cian V.I. Ilichev, chairman of the USSR Academy of 
Sciences Far East Department. The first speaker empha- 
sized the existence of two trends distinctly discernible in 
the Asia-Pacific region at the present time. On the one 
hand ways of a normalization of the political atmosphere 
had emerged, and the unblocking of chronic conflicts 
was under way (the Geneva Afghanistan agreements are 
being implemented, practicable prerequisites for a set- 
tlement of the Cambodia problem have emerged, mili- 
tary operations between Iran and Iraq have ceased and 
signs of a possible lessening of tension on the Korean 
peninsula have appeared). What is particularly reassur- 
ing is that many countries are seeking ways of safeguard- 
ing their security primarily by political means, renounc- 
ing military-power methods of solving conflict 
Situations. 


Al the same time the process of the deployment in the 
APR of nuclear weapons, including sea-launched cruise 
missiles, continues. Naval activity, the danger of which 
is increasing Owing to the fact that the lines of confron- 
tation between certain countries are determined by naval 
contact, 1S expanding. 


1.A. Rogachev called the attention of the participants in 
the meeting to the importance of the new regional 
initiatives put forward in Krasnoyarsk, specifically, the 
Soviet Union's readiness not to increase im the APR any 
types of nuclear weaporm and the proposal concerning 
consultations between the main naval powers on a non- 
increase in the region of naval forces and the prevention 
of incidents at sea and in. the airspace above it. 


Academician V.1. llichev dwelt on the main natural and 
economic characteristics of the Soviet Far East and 
analyzed the possibilities of the enlistment of this area in 
the process of the international division of labor based 
on the development of equal relations with ali states of 
the APR. 


Following the plenary session the participants in the 
mecting separated into three panels. The most populous 
was the first one, which discussed problems of security 
and disarmament and other questions of regional policy 
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closely linked with the global task of the survival of 
mankind and the building of a civilized sysiem of 
international relations. The course of the discussion 
showed that there is im the region an exceptionally 
diverse range of opinions and assessments of the causes 
of tension, sources of danger and methods of settling 
international conflicts. The composed and constructive 
nature of the discussion on probiems of the development 
of relations in Asia and the Pacific made it possible to get 
a better idea of opponents’ positions and map oul points 
of contact of in«2rests. The majority of the speakers 
supported the idea of the need for the creation in the 
region of a kind of negotiating mechanism for the 
solution of problems which had accumulated carlier and 
those which newly arise. 


The role and significance of power methods as an 
instrument of conflict-solution were analyzed. Specifi- 
cally, there was an ambivalent evaluation of nucicar 
weapons as a means of ensuring security in the so-called 
nuclear deterrence concept. It 1s still too carly to speak of 
a concurrence of approach on this issuc. However, a 
promising background, against which real changes in the 
direction of mutual understanding are possible, gradu- 
ally took shape in the course of the discussions 


As the participants in the mecting observed. the Delhi 
Declaration, which calls for the conclusion of an inter- 
national convention banning the use or threat of nuclear 
weapons, was an important contribution to the creation 
of an effective mechanism of the solution of regional 
problems. The interesi of the participants in the dialogue 
was elicited by the proposal of J. Singh (India). director 
of the Defense Research and Analy=:\ institute, for the 
conclusion at the first stage «© such a convention 
between India, the USSR and China, considering that 
these states have an cxtremely critical attitude toward 
the doctrine of nuclear deterrence. 


As expected, the participants in the discussion of 
regional military-political problems devoted attention to 
questions of a settlement of the conflict surrounding 
Afghanistan and Cambodia and dwelt on the positive 
changes in the direction of a normalization of the situa- 
tion. M.S. Gorbachev's suggestion made in Krasnoyarsk 
for discussion on a multilateral basis of the question of a 
lessening of the military confrontation in the areas where 
the shorelines of the USSR. PRC, Japan. the DPRK and 
South Korea converge aimed ai a freezing of and com- 
mensurate reduction in the levels of naval and air forces 
and a limitation of their activity was given high marks.’ 


The speeches of R.A. Scalapino. director of the Univer- 
sity of Califorma East Asia Studies Institute (United 
States), K. Randybar, vice president of the Afghan Acad- 
emy of Sciences, political commentator V.D. (Chopra) 
(India), Prof K. (Sayeki) Ulapan). Prof D. Hellman 


(United States) and a number of other foreign and Soviet 
participants, granted a certain polarity of opimions and a 


dissimilar approach to the solution of international 
probiems, evinced, as a whole. a sincere interest in the 
creation of a healthy atmosphere of international rela- 
tions in the APR. 


The work of the panel “Economic Development and 
Kegional Cooperation™ was, according to the comments 
of many guests, most lively and interesting. A number of 
speciiic issues directly related to the singularities of the 
development of Siberia and the Far East and the pros- 
pects of their participation in the system of the regional 
division of labor and the Soviet Union's place in ihe 
work of regional international organizations was dis- 
cussed. The Soviet scholars P.Ya. Baklanov (USSR 
Academy of Sciences Far East Department Economic 
Research Institute, Khabarovsk) and V.1. Ivanov (USSR 
Academy of Sciences IMEMO), practical organization 
executives I. Ye. Khotsialov (USSR Council of Ministers 
State Foreign Economic Commission), Ye.E. Obminskiy 
(USSR Foreign Ministry), N.G. Yakubov (USSR Minis- 
try of Foreign Economic Relations) and V.K. Lozovoy 
(Association for Practical Cooperation with APR Coun- 
tnes, Vladivostok) and others provided a comprehensive 
description of the economic position of the Sovict Far 
East and familiarized the foreign participants with the 
actual possibilities and prospects of its development. 


The speakers emphasized that a notable feature of the 
restructuring and renewal of the Sovict economy taking 
place in the USSR is the particular attention being paid 
to the development of the country’s Far East regions. Ii 
was for tars reason evidently that the foreign participants 
in the meeting displayed the main interest in questions 
of the greater management autonomy which 1s being 
granted, the widening of the circle of economic partners 
from foreign countries, determination of the most prior- 
ity areas of cooperation and formation of a concept of 
foreign economic relations which corresponds to the 
general strategic direction of the development of the 
whole economy of the Far East. 


A big place in the process of discussion was occupied by 
the very approach to the problem of development of new 
areas, of the Far East specifically. And it was no accident 
that prominent representatives of the business world 
M.M. Earle (United States), S. Yoshida Vlapan), (Dzh 
Feyr) (New Zealand), E. Penalos (Colombia), E. Trigg 
(Canada), T. Sato Japan) and others fully supported 
Soviet scholars’ opinion that the fundamental changes in 
the USSR's economic potential and foreign cconomic 
relations on the Pacific coast are possible only given a 
concentration of efforts and resources on the devclop- 
ment of areas which already have the prerequisites for 
this, specifically the Maritime and Amur regions. Also 
perfectly justified was our guests’ interest in ascertain- 
ment of the legal and economic mechanisr ¢ 
activity on USSR territory of jomnt venture : 
establishment of jong-term economic relations 


At the center of attention was the idea cxapresscu s 
Crorbachev mm Krasnoyarsk of the creation of special 
cconomicaily privileged zones for the entire Far East 
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economic area and the proposal concerning the discus- 
sion of problems of the creation of special joint enter- 
prise zones and the quest for conditions of economic 
dialogue acceptable to foreign partners. The new 
approaches to the prospects of economic development 
contained in Soviet scholars’ speeches and underpinned 
by a frank analysis of the state of affairs in this ficid 
confirmed the seriousness of the USSR intentions con- 
cerning the establishment of extensive economic rela- 
tions with countries of the region. 


The interest displayed by the Soviei Union in the activ- 
ity of the Pacific Economic Cooperation Conference and 
its working groups and also other regional organizations 
appeared perfectly natural in this respect. Information 
concerning their important role in an extension of eco- 
nomic mutual relations in the Pacific was contained in 
the speeches of a number of foreign participants in the 
meeting. 


In the course of the work of the third panel, which was 
chaired by B.M. (Diakh), chief editor of the Indonesian 
newspaper MERDEKA, questions of cultural coopera- 
tion in the APR and the role of the mass media in 
Strengthening peace, friendship and mutual understand- 
ing between peoples of the region were discussed. The 
Soviet initiative of the creation of an international 
cultural and historical center for the APR was supported. 
It was decided to put international festivals and sports 
activities in various cities of the Soviet Far East on a 
regular footing. 


The question of the increased role of human contacts 
between peoples was raised, perfectly legitimately. The 
expansion of tourism in ihe APR countries should con- 
tribute to a strengthening of mutual understanding and 
study of the unique diversity of their way of life and 
cultural heritage. The stimulation of contacts between 
scholarly and student circles and public organization, 
and an exchange of books, works of art and folk creativ- 
ity would make it possible, as the participants in the 
discussions rightly observed, to Go away with the old 
dogmas and cliches more rapidly. Many speakers said 
that they could not conceive of the development of 
humanitarian ideas without active support for antiwar 
movements in the region. 


The Viadivostok forum had exiensive repercussions 
throughout the world and, according to numerous com- 
ments, played an important part in the shaping of the 
new image of the Soviet Union and its people. Conirib- 
uting to this were the candid atmosphere of the discus- 
sions, the meetings with inhabitants of the city and the 
visits to enterprises and organizations. The journalist S. 
Taoka, who had been moved by the good wishes of 
Viadivostok inhabitants, which, according to him, “typ- 
ified people of every level in respect of the foreign 
guests,’ described his impressions in the popular 
weekly supplement to the newspaper ASAHI. 


The international meeting conducted in Viadivostok 
undoubiedly enabled many of the countnes participating 
to really evaluate the possibilities of the Soviet Far East 
in the establishment of close cooperation with its neigh- 
bors in the region and (o get a more graphic idea of the 
benefits and advantages (political included) to be 
derived from an extension of the regional division of 
labor and economic interdependence on an equal, non- 
discriminatory basis with the participation of all inter- 
ested countries. 


There are already many examples of the high evaluation 
of the Viadivostok forum's contribution both to the 
overall strengthening of an atmosphere of trust and to 
the search for specific directions and forms of the 
partners’ interaction in the Pacific. Here is one. LR. 
Shahani. chairman of the Philippines Senate Foreign 
Affairs Commission, who participated actively in the 
mecting, reported to his parliament on the undoubted 
benefit of cooperation with the Soviet Union. 


The organizing committee continues to receive letters 
from many of the foreign participants expressing grati- 
tude and an awareness of the exceptional importance of 
such measures and a desire to participate in them in the 
future. 


Footnotes 
1. PRAVDA, 18 September 1988. 
2. See PRAVDA., 18 September 1988. 


3. ASAHI SHIMBUN WEEKLY AERA, | November 
1988. pp 30-33. 
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Question of USSR Issuing Stocks, Bonds 
18160007m Moscow MIROVAYA EKONOMIKAT 
MEZHDUNARODNY YE OTNOSHENI)Y A in Russian 
No 2, Feh 89 p 142 

Prohibit 


[Article by L. Grigoryev: “Securities: 


Cannot... Be Allowed” ] 


[Text] The problem of issuing securities for financing 
economic development has in the past year or so become 
a hot issue in socialist counirnies. It hardly needs to be 
shown that the creation of a developed socialist market 1s 
impossible without a flexible financial system. It 1s 
interesting im this context to glance at the recent (15 
October 1988) USSR Council of Ministers decree 
“Enterprises and Organizations’ Issuance of Securities” 
(EKONOMICHESKAYA GAZETA No 45, 1988) from 
the viewpoint of world practice. What docs i do to 
accelerate the process of modernization of the national 
economy” 
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Primarily the decree authorizes two types of shares and 
thereby confronts us with the problem of whether i 
prohibits all other varieties thereof. But let us take a look 
first at the instruments which are clearly authorized. 
“The shares of the workforce” are “worker shares” quite 
extensively approved in the West as a medium linking 
the workmen's material interests with the results of the 
work of the given enterprise as a whole. But there are 
essential differences here also. It is proposed with us 
paying dividends from the material incentive fund. They 
are thereby a part of the compensation which has not 
been paid to other workmen (non-sharcholders). In addi- 
ton, inasmuch as this is the sole form of shares which 
individuals have a right to purchase the bulk of the 
population suffers discrimination—it will not be able 
obtain the dividends promised in respect of “shares” (an 
annual 5-6 percent) and will be forced to content itself 
with the 2-3 percent in the savings bank. 


“Enterprise shares,” according to the decree, will be sold 
only to other organizations and do not give right of 
control over the activity of the issuing body. They are a 
purcly domestic invention, and the term “share.” what 1s 
more, 1s employed without connection with its content. 
This instrument 1s reminiscent most of a savings deposit 
(with mght of recall) or a variety of trade-commercial 
credit between related subcontracting enterprises. 
Investments are hereby removed from the so important 
bank control. Of course, 1 1s more profitable for organi- 
zations with spare cash to invest it in “shares” for the 
sake of higher interest. Such deposits will increase capital 
mobility somewhat, but, by and large. are by no means a 
step im the direction of the creation of a securities 
market 


One 1s surprised primarily by the disregard for a well- 
known and casier and more efficient path: the issuing of 
bonds. It would not be difficult setting up a controlling 
body (similar to the U.S. Securities Commission) which 
would keep in the hands of the state the basic levers of 
the capital market while retiring from the centralized 
financing of each and everything. Enterprise and 
ispolkom (municipality) bonds do not influence property 
relations and are of a long-term nature, forms of demo- 
cratic control (regional particularly) of their use (securi- 
lies transactions are officially registered throughout the 
world) could be created. 


The growth of the budget deficit in the country demands 
also the development of a state bond market, an increase 
in the vanance of the terms and conditions of issue and 
a transition from lotteries to interest payments. Inciden- 
tally, «| would be only fair to align the rights of the 
holders of the “3-percent premium” bond and the 1 953- 
1956 “Development of the National Economy” bonds. 
This could be done by way of exchange of the bonds 
which have remained with elderly people uncashed for 
new issucs—this, incidentally, would require of the Min- 
istry of Finance fewer cash resources than given their 
redemption. Such an exchange would not only do away 
with the wholly incomprehensible and unfair distinction 


between the nights of the two groups of holders of credit 
but would also enhance trust in the central financial 
bodies. They will be greatly in need of thes trust im the 
course of che further extension of the economic reform 
for combating the budget deficit. inflation and other 
probiems. 


COPYRIGHT: Izdateltstvo TsK KPSS “Pravda”. 
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Book on Soviet Relations With Persian Gulf 
Countries Reviewed 

18160007n Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNY YE OTNOSHENIYA in Russian 
No 2. Feb 89 pp 146-147 


[A. Umnov review: “Pertinent Topic™] 


[Text] The new thinking 1s compelling a closer look at the 
most diverse. conservative included. political forces 
capable of contributing to the preservation of peace in 
the world. One such are the ruling clans of the Arabian 
monarchies controlling more than 40 percent of world 
oil supphes. the so-called “oulocracy”. Relatively 
recently even they were described almost unequivocally 
in Our publications as a reactionary force. Although i 
was noted that on a number of international probiems. 
the Palestinian problem included, the said states occupy 
anti-imperialist positions. 


The close political and economic relations with the West 
and the practical absence of diplomatic relations with 
the USSR (Kuwait was the only exception) were seem- 
ingly reason for such evaluations. However. the events of 
recent decades, of recent years particularly, have com- 
pelled their reconsideration. At this time the monarchies 
of the Persian Gulf are increasingly demonstrating their 
growing independence and capacity for acting as a sta- 
bilizing force im the region and countering the cxpansicn- 
ist trends of Islamic fundamentalism. Their relations 
with the USSR have improved also. Today four of the six 
monarchies maintain normal diplomatic relations with 
the Soviet Union. 


Particular significance 1s attached now to the USSR’s 
policy im respect of these states. 


The study” covers three complex issues: the Arabian 
monarchies in the system of international relations, 
relations with the USSR and the Soviet Union's policy in 
the region. 


The first chapter is of a survey nature and contains 
information which is, as a whole. sufficiently well 
known, particularly the analysis of the Persian Gulf's 
political and financial-cconomuc significance. It 1s shown 
in detail how and for what reasons this arca gradually 
became a regional center, where the interests of various 
countries untersect and clash. While nghtly noting the 
endeavor 1 pursue an independent forcign policy as a 
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most important process under way in the Arabian mon- 
archics since WWII, the author at the same time links 1 
insufficiently precisely with the changes in the world 
arena and in the region. While the differences 
in the positions of the United States and other Western 
countnes in the Persian Gulf, he fails to make a detailed 
analysis of the reasons for this divergence. 


Of far more imterest, in our view, ts the second chapter 
devoted to the establishment and development of rela- 
tions with the USSR. It is necessary today in order to 
imagine both the past and present of these relations to 
carefully collect materiai from the most diverse sources. 
And the author has done good work here. He adduces 
little-known facts of Russia's relations of the end of the 
19th-start of the 20th centunes with the Arabian princi- 
palitees, including the existence of a Russian consulate in 
Jiddah and the visits of warships (including that of the 


legendary “Varyag™ to Kuwait) (p 50). 


Of undoubted interest 1s the description of the actions of 
Soviet diplomacy in the region in the 1920's: first mm the 
world to recognize Saud: Arabia and the development 
therewith of trade and economic relations providing. 
however unusual this may seem now, for supplics of 
Sovict petroleum products (pp 67-68). 


Unfortunately. the book has not properly illustrated the 
reasons for the detenoration in Soviet-Saudi relations in 
the 1930's, which were actually broken off in 1937, and 
the absence thereof to this day. An account of the story of 
K.A. Khakimov, Soviet representative in Saudi Arabia. 
could have been of particular interest in this connection. 
Deeply devoted to communist ideals, a native of Central 
Asia. an active commander of the Red Army and an 
expert in Arabic and local customs, he enjoyed tremen- 
dous authority in the Arabian state. Hes recall in 1937 
and subsequent (following accusations of “espionage” 
and “imordinate activity”) execution were a grim land- 
mark in the history of Soviet-Saudi relations: they 
remain virtually suspended to this day. There was an 
absence for many years of the Soviet Union's diplomatic 
relations with other Arabian monarchies also, which in 
the 1960's-1970's were liberated from British control. 
The book does not explain the particular position of 
Kuwait, which established such relations in 1961, imme- 
diately upon gaining independence. While noting the 
gencral changes in the alignment of forces in the 1980's, 
the scholar makes an insufficiently full analysis, in our 
view. of their refraction at the sntra-country and regional 
levels. But, together with other factors, it has undoubt- 
edly exerted a considerable influence on the Arabian 
monarchies attitude toward our country. 


The third chapter revealing the general principles of 
Soviet policy in the region would uncoubtedly have 
benefited from a background of such an analysis. Speak- 
ing of the United States’ opposition to the USSR's 
proposals concerning climination of the foreign military 
presence in the Gulf, the author emphasizes that the 


Soviet Union supports in cvery possible way a stimula- 
tion of the cfforts of the states of the region directly 
concerned. An undoubted meri of the work 1s the 
investigation im this context of the activity of the Gulf 
Cooperation Council formed by six Arabian monarchies 
in 1981. Also of interest to the reader 1s the fact that the 
book devotes considcrable space to the contradictory 
impaci on the USSR’'s relations with the Arabian mon- 
archies of the Afghan events and the Iran-Iraq war. 


Inasmuch as it. the nuclear and space age. as the conclu- 
sion of the work emphasizes. both national and regsonal 
security are inseparably connected with security world- 
wide, “the Sovict Union proceeds from the fact that a 
mutually acceptable solution of the problems of the 
region may be found and its security. including freedom 
of navigation and uninicrrupted oil supplies, guaranteed 
by the jount efforts of all parties concerned™ (p 175). 


The book +s undoubtedly topical in its subject matter 
and. we hope. well be grected with micrest by both 
specialists and the general reader 


t oot note 


“ V.Yu. Goshev. “SSSR 1 strany Persidskogo zaliva™ 
[The USSR and ( ountnes of the Persian Gulf], Moscow, 
“Mezhdunarodnvye otnosheniya”. 1988 pp! 84. 
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Comment on Bovin's Views on International 
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[Unattributed comment: “Apropos an Argument™] 


[Text] The last issue of the journal MIROVAYA 
EKONOMIKA | MEZHDUNARODNYYE OTNOSH- 
ENIYA carrned the dialogue between A. Bovin and V. 
Lukin “Restructuring of International Relations—Ways 
and Approaches” 


A candid view of past. present and future 1s undoubtedly 
an indispensable condition of the formulation of a 
political philosophy adequate to realities. The partici 
pants in the dialogue availed themselves of free speech in 
full measure to have their say—in quite sharp form and 
from opposite standpoints ai times—on a number of 
fundamental problems of the theory and practice of 
foreign policy 


The reader might ask: but what is the viewpoint of the 
editorial office and the World Economics and Interna- 
tional Relations Institute, whose organ the journal 1s” 
Partecularly and primarily in respect of the undersiand- 
ing of peaceful cocxrstence and vis correlation with the 
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Class struggle and the contradictions of the two different 
social systems. The question 1s sufficiently scrious. cvi- 
dently, for an answer to be given. 


A participant in the dialoguc,. A. Bovin, while condemn- 
ing dogmatism, at the same time sees a danger of peopic 
going to the other extreme—“that same dogmatism. but 
with a different symbol.” In what. however. docs he 
beheve this new dogmatism to be manifested” 


“It transpires,” A. Bovin asserts, “that the struggic of the 
two opposite systems 1s no longer the leading trend of the 
modern era.” Asserts with manifest disagreement. And 
lest there remain doubt as to the essence of his own 
opimon, A. Bovin maintains: “And the main. leading 
trend of the era will remain the contest of the opposite 
systems and struggle for choice of historical path. that 1s. 
the struggle of socialism and capitalism.” He interprets 
through the prism of this proposition the nature of states 
peaceful coexrstence. 


We would note, for form's sake. that. by analogy with 
other masters of polemics, A. Bovin himself formulates 
the proposition which he intends subsequently to demol- 
ish. For the publications which he criticizes and the 
people gencrally whom he attributes to the new dogma- 
trsm do not deny the fact of the struggic of the two 
opposite systems or belittle the significance of this fact in 
world development. Both capitalism and socialism. of 
course, are defending their legitimacy and capacity for 
keeping in step with the times. 


The essence hes elsewhere: in what forms should and 
may the histoncal competition between the systems 
proceed and what is the correlation of rivalry and 
cooperation in this process, in other words. how compat- 
ible or mutually exclusive are their interests” The utmost 
precision im opimons and conduct 1s required here 
imasmuch as the price for an attempt to deny objective 
premises could be an end to mankind's carstence 


Of course, each state defends its social ideals and values 
But this by no means signifies that the historical “who 
wins” dispute will be resolved in the course of confron- 
tation and conflicts in the international arena. But 11 1s to 
such an interpretation that the deliberations concerning 
the class nature of peaceful coexistence lead. Yes. we are 
living in a world which 1s heterogencous and rent by 
myustice and contradictions. All this 1s true. Bul im a 
world which can be perfected and continue altogether 
only if «t finds within it the wisdom and will to avert 
nuclear war, curb militarism and violence and subord:- 
nate the cgotsstic interests of classes. groups and clans to 
the interests of mankind. 


Not who will bury whom or who will throw whom onto 
the garbage heap of history. for which all natronal and 
bloc resources are being strained and mobilized, but 
arrival at a civilized world order safe and conducive to 
normal life and “co-development™ and “co-creativity "— 
such is the task. It reflects the logic of the qualitatively 





new situation in which mankind has found itself. And 
needs to be said plainly that peaceful cocaxrstence cannot 
become the universal rule of present-day international 
relations if we, as before. in one way or another. in thes 
form or the other dr ‘ss it in class or sdeological clothing. 
Afier all, the very character of the modern cra has 
changed and ts continuing to change, and i 1s clear that 
its development trends cannot fail to change. Answers to 
the stern challenges of the times cannot be soughi by 
confining one’s search to the framework of the confron- 
tation of the two systems and ignoring the priority of 
interests common to all mankind. 


A. Bovin 1s dubrous: “Is all this talk about cqual coop- 
eration. conflict control and a world without wars and 
weapons not daydreaming and utopia” The institute 
and the cditoral office are convinced that man 1s the 
creator of his own future. He creates 11 on the mage of hrs 
thoughts and depending on his capacity for learning life's 
lessons. The new political thinking 1s being embodied in 
actual decisions and actions to the benefit of all. 
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[Text] An international roundtable mecting of prom:- 
nent scholars of party research institutrons of Bulgaria. 
Hungary. the GDR. Poland. Czechoslovakia and the 
Soviet Unon and well-known representatives of a num- 
ber of European communist. social democratic and 
workers parties, including the Britrsh Labor Party. which 
was held 22-24 November 1988 in Moscow was devoted 
to a thorough. comprehensive analysis of the factors 
currently bringing to the forefront of political life every- 
where the problem of democracy. the particular features 
of its content under the conditions of the current stage of 
the SAT revolution and the possibilities and paths of the 
elaboration and formulation of a democratic alternative 
and the fundamental directions of the development of 
democratic imstitutions and processes im various socict- 
res. Thais exchange of opinions on the subject “A Demo- 
cratic Alternative: Problems of the Democratization of 
Modern Societies” was organized by the CPSU Central 
Commitice Social Sciences Institute and the USSR 
Academy of Sciences World Economics and Interna- 
tional Relations Institute on the initiative of the journal 
MIROVAYA EKONOMIKA | MEZHDUNAROD- 
NY YE OTNOSHENIYA 


Opening remarks were addressed to the participants im 
the meeting by Academician Ye.Mi. Primakov. In the 
course of the ensuing discussion paramount aticntion 
was paid to three problem arcas: the sperific forms and 
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outlines which might be assumed by a democratic alter- 
native to the neoconservative trends in West European 
countries, the nature of the relationship between the 
struggle for democracy under the conditions of the 
bourgeors system and the democratization of socialist 
society. actual ways of developing economic democracy 
in present-day societies. Specifically, was noted that a 
most promusing direction of the scarch for an alternative 
to ncoconservative Concepts 1s the harmonious devclop- 
ment of the social individual and satisfaction of a whole 
range of man’s requirements 2s an individual and citi- 
zen. The democratization and humanization of society 
are goals which will have to play a paramount part in the 
structuring of a democratic alternative. 


The participants im the meeting. which was held within 
the framework of the activity of the International Work- 
ing Group for the Cooperation of Communrst and Social 
Democratic Parties. displayed great interest in topical 
questions of the restructuring and democratization of 
Soviet society and the opportunities and directions of 
the search for answers to the complex probiems of 
socroeconomic of universal significance which 
they afford. The fnendly. creative atmosphere contrib- 
uted to the high productivencss of the exchange of 
opimons, which demonstrated the wide range of agree- 
ment and sincere aspiration to Cooperation in the theo- 
retical sphere of representatives of varus currents of 
the left camp of West European states and social scien- 
usts of the socialist countries. 
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| Text] Russian Summary of Major Articics ....... pp 34 
Capitalist Income Distribution . pp 41-50 


Basic Trends of Contemporary Social Development . pp 
$1-65 


Omnibus Edition of a Famous Amencan Economust (N. 
— pp 143-145 


ics’ on the World Arena (E. Kirmchenko) . pp 
147-148 


Trading on the World Market (Yu. Savinov) . pp 149-150 


Choice Facing Europe (A. Firyubin) —....... pp 150-152 
The Old World in the Search for a Retaliatory Strategy 
(S. Tsorionov) unseen pp 153-155 
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